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PROPOSALS TO ESTABLISH AN INTERNATIONAL FOOD 
BANK AND INTERNATIONAL RAW MATERIALS 
RESERVE 





MONDAY, MAY 28, 1956 


Untrep Srates SENATE, 
SuBCOMMITTEE ON SENATE Reso.utTions 85 anv 86, 
oF THE Com™MITreE ON Foreran Revations, 
Washington, D.C. 


The subcommittee met, pursuant to notice, at 10:30 a. m., in the 
caucus room, Senate Office Building, Senator Hubert H. Humphrey 
(chairman of the subcommittee) presiding. 

Present: Senator Humphrey (presiding). 

(S. Res. 85 and S. Res. 86 are as follows:) 


[S. Res. 85, 84th Cong., 1st sess.] 
RESOLUTION 


Whereas international statistics show that more than one billion people of the 
total world population of two billion, four hundred million, go to bed at night 
with their hunger only partially satisfied; and 

Whereas communism and other ideologies foreign to the concept of freedom 
of the individual man thrive best in the land where the specter of hunger stalks; 
and 

Whereas the people of many lands, ill fed, ill clothed, and yearning for the 
freedom and blessings of a democratic way of life for themselves and their chil- 
dren, need bread, butter, and other life-sustaining foods just as sorely as they 
need guns, tanks, and airplanes to resist the insidious assaults and false promises 
of individual-degrading political and economic ideologies; and 

Whereas during most years the world production of food and raw materials 
for clothing are ample, if distributed properly, to fill the basic needs of all the 
peoples of the world; and 

Whereas nature has been particularly bountiful to the people of the United 
States of America where we have stored in warehouses scattered throughout 
the land huge stocks of surplus food items and raw materials for clothing; and 

Whereas the United States is in a position to lead and should lead in helping 
to relieve the pangs of hunger that gnaw at the vitals of millions who need in- 
creased physical strength and endurance to resist aggression and subversive 
influences; and 

Whereas in meeting the problem of famine and hunger on the international 
level, a giveway program between governments would be degrading to both the 
giver and the receiver; and 

Whereas the creation and operation on a businesslike basis of a world food 
bank, with the nations having surplus food stocks depositing such stocks in the 
vaults and warehouses of such a world food bank to be withdrawn as needed by 
other bank member nations in their times of national emergency, would be a 
boon to suffering humanity numbered in the hundreds of millions, would strike 
a blow in one of the most vital spots of international communism, and would 
reduce or wipe out surplus stocks which are costly to maintain and at the same 
time tend to bring in balance world production and consumption of agricultural 
products : Now, therefore, be it 
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Resolwed, That it is the sense of the Senate that the President of the United 


States should negotiate, through the framework of the United Nations and other 
international channels, with appropriate foreign nations and endeavor to es- 
tablish an agreement for the creation and operation of a world food bank, pat- 
terned after the International Bank for Reconstruction and Development, from 
which member nations could borrow foods or fibers or both and repay such loans 
when able either in kind, other raw materials, or in cash, and that such agree- 
ment should not be binding upon the United States until ratified by the Senate. 





[S. Res. 86, 84th Cong., 1st. sess.] 


RESOLUTION 


Resolved, That the Senate of the United States hereby finds that— 


(a) the prices and incomes received by American farmers have been de- 
clining and threaten to decline still further in the future; 

(b) there has been a serious decline in the export of American farm 
products ; 

(c) shrinkage in foreign markets for American farm products might 
bring about a decline in farm and national income which could not be offset, 
even with a more adequate system of farm credit, price supports, and 
stockpiling programs ; 

(d) the world market for farm commodities and raw materials has his- 
torically been characterized by fluctuations which adversely affect prices, 
undermine the security of producers, and impede steady expansion consistent 
with the need for larger supplies of food, clothing, and other commodities 
as basic elements in expanding economies and improved living standards; 

(e) fluctuations in the level of the prices of primary materials have had 
disruptive effects on world production and trade, and declines in the general 
level of these prices have historically been important factors in world eco- 
nomic depressions ; 

(f) food, clothing, and other essential supplies per person in many areas 
of the world are less than before the war and far below the minimum re- 
quired for healthful and productive living; 

(g) the people of some countries live under the ever-present threat of 
famine and starvation; 

(h) the development of more adequate reserves of farm products and 
other raw materials would provide essential safeguards against shortages 
resulting from natural causes such as drought, flood, and pestilence; from 
breakdowns in distribution; from inflation, insurrection, and war; 

(i) the ever-present threat of a major decline in the level of raw-material 
prices makes it impossible for underdeveloped countries to proceed with the 
confidence that is needed for their orderly development ; and 

(j) the existence of a reserve from which could be drawn, in time of 
need, some of the basic materials from which food, clothing, and other 
essentials are produced, would be an important step toward strengthening 
democracy throughout the world and creating the economic foundations and 
the atmosphere of hope and confidence necessary for world peace. 


Sec. 2. It is the policy of the Congress that the United States participate with 


other nations, under the auspices of the United Nations, the Food and Agricul- 
ture Organization, and other specialized international agencies, in establishing 
an International Food and Raw Materials Reserve which would— 


(a) provide for the acquisition and appropriate storage, in the United 
States and in other countries, of raw or processed farm products and other 
raw materials, such acquisition to take place at times when overall sur- 
pluses of such material would otherwise cause undesirable price movements ; 

(b) be developed in a manner that will help to prevent extreme price 
fluctuations in the international market for farm products and other raw 
materials and keep production expanding to meet the world’s pressing need 
for more food, clothing, and other essential supplies ; 

(c) be used to prevent famine and starvation ; 

(d) help absorb temporary market surpluses of farm products and other 
raw materials; 

(e) provide for the use of currencies paid to the International Food and 
Raw Materials Reserve by purchasers of materials, or for the use of in- 
struments of credit issued in connection with the operations of the Reserve, 
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to finance purchases of raw or processed products or to assist in the financing 
of approved economic and social development programs, formulated in 
cooperation with the appropriate international lending, economic develop- 
ment, and technical assistance agencies, such programs to include (without 
being limited to) those which further universal public general and vocational 
education, literacy, public health and medical care. 

Sec. 3. The President and his representatives before the United Nations and 
the Food and Agriculture Organization and other appropriate international 
bodies are hereby authorized and requested to enter into international nego- 
tiations for the purpose of preparing a specific plan and a proposed international 
agreement or agreements on the creation of an International Food and Raw 
Materials Reserve along the general lines set forth in section 2 hereof. 

Sec. 4. The plan and agreement or agreements developed in accordance with 
section 3 hereof, together with full supporting material and information on 
operating methods, shall be presented to the Senate of the United States for 
approval. 

Senator Humpurey. Senator Scott, I believe that I will open these 
hearings because the Senate session is on, and we will want to proceed 
with this preliminary stage in consideration of the resolutions that are 
before us. 

I understand that Senator Murray will be here, and if you will per- 
mit, I would like to make just a brief opening statement in reference 
to the proposals before us; and then, if Senator Murray has returned, 
he was here earlier, we will hear his testimony, followed by yours, 
sir, if that is agreeable with you. 

Senator Scorr. All right, sir. 


OPENING STATEMENT BY SENATOR HUMPHREY 


Senator Humpurey. We have a list of witnesses this morning, con- 
sisting of two Senators and members from the executive branch, from 
the Department of Agriculture, the Department of State, and the De- 
partment of the Interior, and the final witness, Mr. Patton, of the 
Farmers Union. 

We are meeting today as a subcommittee of the Committee on For- 
eign Relations to consider Senate Resolutions 85 and 86, of the 84th 
Congress. Other members of the subcommittee are Senator Ful- 
bright, who is out of the city; Senator Sparkman, who we will hope 
will be here later; Senator Aiken, who is also out of the city; and 
Senator Capehart, who presently is on the Senate floor, tied up with 
the work of the Senate. 

Senate Resolution 85 was introduced by Senator Scott, of North 
Carolina, and Senator Murray, of Montana. Senate Resolution 86, 
also introduced by Senator Murray, is cosponsored by 22 other 
Senators. 

It is possible to proceed simultaneously with these two resolutions 
because both seek substantially the same ends by somewhat similar 
means, 

Both are designed to give greater emphasis to the important role 
our abundance of food, fiber, and other raw materials can occupy as a 
positive force for freedom in the world. Both are designed to convert 
the burden of temporary excess production in single countries into a 
blessing for all nations. Both are designed to convert temporary sur- 
pluses from being a disturbing factor in domestic markets and in 
international economic relations, into what they can and should be— 
a powerful force for human well-being and peace among the nations 
of the world. 
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We cannot properly boast of our great productive know-how if we let 
productive ability surpass our wisdom and judgment in making good 
and constructive use of what we can produce. These resolutions rec- 
ognize quite properly that something must be done about a situation 
that causes some countries to suffer hardship, because they have too 
much, while other countries suffer hardship because they have too lit- 
tle. They recognize that it would be far better to use our productive 
ability and resources as a powerful weapon for peace and freedom than 
be compelled to curb the production of which we are capable at a time 
when want and need exist in much of the world. 

These resolutions recognize that the problems of imbalance in supply 
and demand of agricultural and other raw materials are international 
as well as domestic in character, and they call for the creation of inter- 
national machinery to deal with them. 

They call for the United States to assert its leadership, through 
agencies of the United Nations, to develop such international machin- 
ery to attain greater stability in international markets and greater use 
of food and fiber asa force for freedom. 

In the case of Senate Resolution 85, the machinery would be an inter- 
national food bank. Senate Resolution 86 provides for an internatinal 
food and raw materials reserve. 


DISTRIBUTION OF SURPLUSES 


In my opinion, the final form of the approach is less important than 
the willingness to show the world that this great humanitarian Nation 
wants to exert leadership toward the objectives of both resolutions— 
that we want to see food and fiber and raw materials widely and wisely 
used for the greatest benefit. to all people everywhere, that we do not 
want to see suffering and deprivation exist in some areas while other 
areas are wallowing in more than they know what to do with. 

For that reason Lam pleased that both measures take into considera- 
tion the fact that the worldwide distribution of food, fiber, and other 
raw materials is not merely a cold economic question, but one which 
has the deepest human implications. 

Farmers of our Nation have increased their efficiency to the point 
that they are able to produce more than we alone need or can consume 
through normal marketing. Unless we turn our eyes toward new and 
broader outlets, unless we raise our sights toward more imaginative 
ways of improving distribution of the world’s total supplies, our only 
alternative is to restrict further our productive ability at economic loss 
to our Nation, economic loss to individual producers, and economic 
waste of our resources. 

In a world that still has too little rather than too much, any gearing 
of domestic policies to restrictive philosophies instead of encouraging 
the abundance of which we are capable, can have, in the long run, deep 
and grave implications in our international relations. 

Certainly, we have shown our humanitarianism and generosity by 
moving great quantities of agricultural commodities abroad at a sacri- 
fice to ourselves—yet sometimes the good gained by our country or the 

cause of freedom and democracy itself is more affected by “how” things 
are done, than just “what” is done. In many instances our necessary 
and sincere efforts to move more of our agricultural production into 
world markets have reacted against our country, because of adverse 
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effects on international markets. In these times, any such difficulty is 
quickly capitalized upon by the Communists to expand Soviet influence 
in Southeast Asia, Latin America, and elsewhere while our own influ- 
ence is declining. 

It is for that reason many of us feel deeply that it is time to explore 
international action toward improved distribution of raw materials, 
rather than just unilateral action. And many of us feel these very 
resolutions offer at least the germ of an idea that the United States 
could develop into a vital part of a bolder new economic and political 
approach to countering the shifts in Soviet strategy. 

Senate Resolutions 85 and 86, I believe, represent such an attempt. 
‘That is why I am cosponsor of one of these measures. It recognizes, 
as does the other, that the question of effectively using our raw mate- 
rials has an international as well as a domestic side, and that both sides 
are of vital concern to the interests of the people of the United States. 

Although I recognize their merit, I have not prejudged these res- 
olutions. I do not know how well they will achieve the purposes 
which they are designed to achieve. That is what this subcommittee 
intends to find out. I want to say right now, however, that we owe 
a debt of gratitude to the Senators who introduced these resolutions. 
They have highlighted the fact that agricultural abundance is not a 
curse, or some sort of misfortune to be gotten rid of as quickly as 
possible. It isa great asset. If such abundance is intelligently used, 
it need not depress the earnings of the farmer, or disturb our relations 
with other nations. Instead, it can be made to serve the well-being 
of the American people and of all humanity. 


FOREIGN ATTITUDES TOWARD UNITED STATES SURPLUSES 


I would just like to say this: It was my privilege to attend, as a 
delegate of the Senate, the Commemorative Conference of the Tenth 
Anniversary of the United Nations in San Francisco last June, and 
one of the topics that was discussed there, particularly by representa- 
tives of the Latin American countries, was the use of our food and 
tiber reserves and surpluses. 

In my private conversations with those who discussed this subject 
publicly, they were shocked and amazed to find out that this country 
as yet had not been able to develop a policy which would initiate the 
proper use and distribution of our surplus commodities without bring- 
ing difficulty and downward pressures on the world market. 

The subject of the use of our surpluses has been discussed by the 
Food and Agriculture Organization, by the United Nations and its 
related agencies, by the World Health Organization, by many church 
and philanthropic organizations. For some peculiar reasons, how- 
ever, this Government stands sterile and uncreative and unimagina- 
tive in the proper use of our food and fiber reserves. 

I think I should say to those who are going to be witnesses that I 
think it is a sad commentary upon the Government of the United 
States that we have not been able to do better with these blessings of 
abundance than to have a unilateral policy, when, in fact, food is the 
crying need of about one-half of God’s children throughout the world. 

I have long believed that we have had too much idle talk about the 
“curse” of surplus food. I think that the talk about our surplus food 
has done us irreparable damage abroad in a world of hungry people. 
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Add to that the talk about lethal weapons, and there is any wonder 
that America is in plenty of trouble on the international front? 


CHALLENGE OF FOOD SURPLUSES 


I think that is a real challenge, and I can think of no hearing that 
we have had that has more spate in it, in terms of basic philosophy 
otf life and philosophy of government, than this one. To me it is in- 
credible that a nation that could be the first to split the atom and to 
learn how to develop nuclear power, is incapable of knowing the truth 
of economics. 

Other nations have made proposals and I am rather surprised that 
our Government has not seen fit to take hold of these proposals and 
move forward rather forthrightly. 

There are witnesses here from the executive branch and I think 
they ought to know what my views are before they start, because they 
are going to have to have a good case to dissuade me from this par- 
ticular point of view. 

I feel that here is one of the reasons that the editors of America, 
when they were polled, said we were losing the cold war. We haven’t 
learned how to use the assets that we have, including our traditions, 
our innate sense of generosity and companionship, and our abundance 
of food and fiber reserves with which we have been blessed. 

There is entirely too much talk about how to destroy and how to 
create greater weapons of destruction, and entirely too much talk 
about the terrible consequences of the blessings of food and fiber when 
we ought to be doin tha converse. We ought to be preparing the 
strength of our Nation quietly, confidently, persistently—preparing 
the materiel that is necessary for our defense without talking about 
it. 

Secondly, we ought to be utilizing and finding ways to utilize food 
and fiber. 

I just cannot feel that this country will ever be capable of reaching 
a just and enduring peace if we cannot even figure out how to use a 
billion bushels of wheat and about 12 million bales of cotton. 

So, I will start with that and now turn it over to Senator Murray. 

Go right ahead, Senator. 


STATEMENT OF HON. JAMES E. MURRAY, UNITED STATES 
SENATOR FROM THE STATE OF MONTANA 


Senator Murray. Thank you, Mr. Chairman. 

After hearing your very eloquent statement of views this morning, 
I fear that it will be difficult to add anything that would be as con- 
vincing than the remarks you have already made. 

I appreciate, however, this opportunity to appear before your com- 
mittee in support of Senate Resolution 86, which I introduced for my- 
self and 22 other Senators, of both political parties on March 10, 1955. 
The resolution requests the President and his representatives in the 
United Nations and the World Food and Agriculture Organization, 
to institute negotiations for the establishment of a world food and raw 
materials reserve. 

Copies of the statement which I made on the Senate floor at the time 
of the introduction of the resolution have been supplied each member 
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of the subcommittee, and I would ask that it be made a part of the 
record in this hearing. 

Senator Humpnrey. It shall be done. 

(Statement on introduction of S. Res. 86 is as follows :) 


STATEMENT ON INTRODUCTION OF SENATE RESOLUTION 86 By SENATOR JAMES. E. 
Murray (DEMOcRAT OF MonTANA), MARCH 29 


INTERNATIONAL FOOD AND RAW MATERIALS RESERVE 


On behalf of myself and a large bipartisan group of Senators I have introduced 
a resolution aimed at the creation of an International Food and Raw Materials 
Reserve. 

The resolution does not require the adoption of a specific plan for such a reserve 
but authorizes and requests the President and our international representatives 
under him to negotiate a plan with other free nations of the world, to be sub- 
mitted to this body for final approval. 

The resolution is, in the belief of its sponsors; an expression of the will of the 
Members of the Senate on policy which constitutes an appropriate prelude to 
international negotiations, giving our representatives and foreign nations a 
guide to what the legislative branch of this Government desires. 

This resolution is of great interest to the farm people of the United States be- 
cause it will permit them to produce in abundance and provide a constructive 
method of distributing the available part of that production to tens of millions 
of people abroad who need food and fiber. 

It will be of interest to domestic consumers because it will protect them against 
shortages, consumer price increases and the inflation which accompanies short- 
ages, 

It will be of tremendous interest to all the nations of the world—many of them 
today urging just such an International Food and Raw Materials Reserve—be- 
cause it will assure them needed food, fiber and raw materials, and it will pro- 
vide both a market for, and orderly marketing of, national surpluses which are 
too often dumped to the disadvantage of producers everywhere. 

An International Food and Raw Material Reserve can contribute to interna- 
tional economic stability; it can be a powerful instrument in the war against 
want in the free nations of the world; it can provide the export market for our 
national agricultural surpluses which are hanging over our domestic market and 
depressing farm prices; it can free our farmers to produce more and relieve 
the very real agricultural depression which we have today, and it can demon- 
strate the ability of the free world nations to work together for the betterment 
of the life of all. 

The resolution I have introduced is not a partisan measure. It is supported by 
Senators from both sides of the aisle, Republicans as well as Democrats. 

It is a very simple Senate resolution. It contains 4 sections and is less than 
4 pages in length. 

The first section of resolution makes certain findings about the decline in our 
domestic farm income, the shrinkage of our foreign markets for food and fiber, 
the disruptive fluctuations of world raw materials markets, and the value of 
having international reserves. 

The second section of the resolution declares it to be the desire of the Senate 
to establish an International Food and Raw Materials Reserve under the aus- 
pices of the United Nations, the World Food and Agriculture Organization, and 
other international agencies involved, with five purposes: 

First, to provide for the acquisition and storage, in the United States and 
elsewhere, of raw and processed agricultural products and other raw ma- 
terials ; 

Second, to buy and sell commodities in a manner which would help prevent 
extreme price fluctuations in international markets and keep production 
expanding to meet the world’s pressing need for greater production to raise 
living standards and banish want; 

Third, to prevent famine and starvation ; 

Fourth, to absorb temporary market surpluses; and 

Fifth, to provide that national currencies paid to the International Re- 
serve for commodities by underdeveloped nations may be used for the pur- 
chase of other materials in those underdeveloped countries, or loaned back to 
them for needed economic and social development programs. 
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The third section of the resolution authorizes and requests the President and 
our representatives in appropriate world organizations to enter into international 
negotiations for the purpose of preparing a specific plan for such an International 
Food and Raw Materials Reserve. 

The fourth section provides that when an international plan and agreement 
has been negotiated, it shall be presented to this body for appropriate final 
approval. 

It is the hope of the sponsors of the resolution that the Foreign Relations Com- 
mittee will hold hearings and permit the many groups in American life who are 
interested in the proposal to be heard on it. 

This proposal is not new. 

A World Food Board was proposed immediately after World War II by Lord 
John Boyd-Orr, the first Director General of the World Food and Agriculture 
Organization. It was widely supporteu by nations around the world but failed 
at that time because of the hesitance of the United States and Great Britain to 
give it their support. 

An International Commodity Clearinghouse was later proposed by the so-called 
Committee of Experts of the Food and Agriculture Organization and the Inter- 
national Federation of Agricultural Producers, which includes our own Farmers 
Union, Farm Bureau, Grange; and Council of Farmer Cooperatives. 

In 1954, the International Federation of Agricultural Producers, which is 
headed by Mr. Allan Kline of the American Farm Bureau Federation—a world- 
wide organization of free farm organizations—meeting in Nairobi, Kenya, 
adopted a report declaring: 

“The matter of a world food reserve should be kept under active consideration 
and to that end, the Committee recommends that the Secretariat prepare a study 
indicating the nature of the machinery needed to implement the plan and the 
obstacles that have stood in the way of attainment of this objective and giving 
all possible suggestions as to how such obstacles might be overcome.” 

The matter ig before the Economic and Social Council of the United Nations, 
on motion of Costa Rica, which proposed a study of a food reserve agency. 

It is to be expected that these agricultural groups would be in the forefront 
of efforts to establish an International Food and Raw Materials Reserve. They 
are plagued within producing countries with surpluses that are desperately 
needed in other parts of the world. They know that it is only the failure of our 
distribution machinery—our failure to match need with supplies—that causes so- 
called surpluses to pile up in the agricultural producing nations. They know that 
there are tens of millions of people in the free world ill-fed and ill-clothed 
who need every pound of cotton, every bushel of wheat, every pound of dairy 
products or other agricultural commodity that we and other agricultural natioas 
of the world can produce. 

Here in the United States we worry about surpluses. We have pulled farm- 
price supports down to discourage production to a point that we have an agricul- 
tural depression—a depression even by the harsh standards of the Treasury 
official who calls a 20 percent decline in any segment of our economy only an 
“adjustment.” Net farm income is off more than 28 percent since 1947. It 
reached $16.8 billion in 1947. The Department of Agriculture has just announced 
that it was only $12 billion in 1954, making a downward adjustment in its own 
previous estimates of 1954 farm income that should shock us all. 

Just before the 1954 elections, the Department of Agriculture issued an official 
and widely publicized estimate that 1954 net farm income would be $12.5 billion. 
They have used that figure in all messages reporting the state of agriculture to 
this Congress. But now suddenly in March they find that the right figure is only 
$12 billion. 

This means a total decline in net farm income from $13.3 billion in 1953 to 
$12 billion in 1954—more than 10 percent. And the trend of farm income is 
still down. 

A considerable decline in agricultural exports, which has occurred in spite of 
the fact that two-thirds of the people of the world are undernourished and ill- 
clothed, has contributed to an unsatisfactory farm situation. 

Our exports in calendar year 1951 were $4,040 million. In 1952 they fell to 
$3,431 million. Last year they dropped to $2,844 million. The Department of 
Agriculture advises me that the 1954 calendar year exports will run $3,046 mil- 
lion. This is a slight recovery from 1953 but 25 percent below the export total 
in 1951. 

The 1954 calendar year exports were, of course, held up by our special export 
subsidy programs. During the present fiscal year, more than a billion dollars 








nen ldbnb ise 


i Rate 


INTERNATIONAL FOOD BANK AND RAW MATERIALS RESERVE 9 


of exports are being aided by special arrangements to sell for foreign currencies, 
to barter, give away, and to implement the work of the Foreign Operations Ad- 
ministration. 

Latest estimates are that we will dispose of $530 million of products by sale for 
foreign currency, $150 million by giveaway, $200 million by barter, and $350 
million through the Foreign Operations Administration. 

The Agricultural Trade Development Act of 1954, which is Public Law 480 of 
the 83d Congress, has excellent aims. 

But its weaknesses are apparent. It is a temporary program. Our farmers 
have no assurance that it will not be terminated like other foreign programs 2 
years hence. Every commodity transaction under it is a separate, unilateral, 
international negotiation. There is no assurance of continuing outlets. 

How much better it would be for our domestic producers—and for the nations 
which seek long-term food supply—if there were an international institution 
where our surpluses could be taken year after year, and to which nations needing 
our farm commodities could look for continuing supplies. How much better it 
would be if we might plan for the future knowing that reasonable domestic sur- 
pluses can be moved through this regularized channel, than to attempt to adjust 
agriculture to spot deals, or depend on the arrangement of spot deals to help 
us move our surpluses. 

That this is a matter of major importance to our American farmers is illus- 
trated by the fact that in the year ending July 1, 1952, we sold: 

Wheat from 6.4 million acres 
Cotton from 6.9 million acres 
Totally, the farm products from 50 million acres 

The United States is the world’s largest exporter of farm products, as indi- 
cated by a table showing the percentage of various crops we produce which were 
exported in 2 recent years, and the percentage of total world trade in those com- 
modities which they constituted. I ask permission to insert at this point in my 
remarks the following table: 


United States exports | Percent of United States 





part of total world trade production 
| 

1951-52 1952-53 | 1951 | 1958 
Sco —iespenhesitinceil inememennestaietiinssebinhiscnalieiveliliiadiiteatlia valennda vicwpainnel names: +| setiihncimiipains 
Wheat and flour. ._.-- pale b= SRO AARNAREE 23. eas 45 35 | 48 19 
OOTY nck < ae - ennlakwectttnnens dices aniliws | 47 | a 38 24 
Tobacco.__. aainet ch pm 41 34 | 25 | 26 
Barley _- ‘LS PL sees d | 14 | 12 | 12 17 
OOM. Wiis. -i2esat-Ro.- sions panied 4 | 3 (8) (3) 
Corn. hee ne apwre winnie’ pindin stnaings sorneeegeey 45 40 | 3 | 4 
Rice... - 10 16 | 59 | 45 
Grain sorghum___-- a ts 87 | (2) 55 | 8 
Soybeans 1... .....-.. ie spebuads Denk. 22d dechi<] 68 69 27 | 21 
Raisins -._.. -- erin Sempraterse Ong: Bithworbnené orb apsivel 36 | 33 5 |} 6 
Lard 7 , &R 87 24 | 18 
Apples. i j > si 11 s 4) 1.5 
BOM S. sabnt pe - 252 ; pid sck. etni lend 400. 5. ne 7 3 








1 Includes oil. 
2 Not available. 
3 Less than 14 percent. 


The possibility of selling exports is not the only interest of farmers in inter- 
national trade in farm commodities. 
United States consumers buy many farm commodities produced in other 
countries. 
From the United States farm families’ viewpoint, there are two types of such 
imported farm commodities: 
(1) Those that compete in the United States market with United States 
farm-produced commodities. 
(2) Those that do not compete in the United States market with products 
of United States farms. 
Imported farm commodities that do not compete with United States production 
include bananas, rubber, coffee, tea, and cocoa. Amount in 1952, $2.8 billion. 
The importance of these to American farmers lies in their price to farmers as 
consumers and in the significance of these commodities to farm people in other 
lands as a way of earning dollars for which those foreign countries can buy 
other commodities produced in this country. 








10 INTERNATIONAL FOOD BANK AND RAW MATERIALS RESERVE 


About 1% million of our farm families are interested in the impact of com- 
peting imports on the United States price of commodities which they produce. 

Total value of such competing farm imports in 1952 was $2 billion or about 6 
percent of the total value of our farm production. 

We import 61 percent of our wool, 47 percent of our sugar from foreign 
countries, and another 26 percent from our own Territories, We import 1 percent 
of our beef cattle, 5 percent of our oats, 9 percent of our rye, 2 percent of our hogs 
and pork, 6 percent of our barley, 3 percent of our wheat and flour, and 4 percent 
of the dairy products consumed in this country. 

I ask permission to have inserted in my remarks at this point a table of these 
percentages and the volume of the imports: 








Imports Volume of im- Percent 
ports 
Wool__. ie : Bek Bde peae chon oi2cs sebec... OURS 590, 000, 000 61 
Sugar - -- od . died nib dp bel SR. 3, 833, 000 47 
Sugar (from United States Territories, Hawaii, etc.) eile tice imate ie Da] 
Cattle-beef. _- 4 4 : $87, 000, 000 1 
Oats... : : sas ; aia bushels 67, 527, 000 5 
Rye nip dadeieed buss Scscldet ke baed ‘ Santis dbsass. iot 2, 145, 000 9 
Hogs and pork wi kat pad <anpinity Heed danteoweed st ata $49, 800, 000 2 
Barley ai eeen 4 Stee ...---bushels 16, 600, 000 6 
Wheat and flour - __. ; a“ aE do 18, 500, 000 3 
Duby proiuettinss. teres. is pb GAL $45, 335, 000 4 





Although many of these percentages and volumes are very small, such imports 
are very disturbing to farmers who are on strict acreage allotments and quotas, 
and whose price supports are dependent on supply. 

This Nation should adopt policies which will give United States consumers an 
adequate supply of all commodities at a fair price, with provision for protecting 
at least 100 percent parity returns to family farmers. We cannot successfully 
operate farm price support programs unless there is some regulation of imports. 

In the current situation, there is both external pressure to get products into our 
markets, and internal pressure to keep them out entirely. It results in unneces- 
sary hurt feelings and ill will, which an international food and raw materials 
reserve could eliminate by creating a regularized market for the surpluses of all 
nations and distributing them on a basis of need. 

Low purchasing power in other countries, not overproduction in the United 
States, limits foreign demand for our farm products. There is no shortage of 
need for our present production, or increased production, of food and fiber. 
Half the world’s people have just about enough food for minimum subsistence— 
barely enough for health by any decent standard. Only about one-third of the 
world population has enough food of the right kind to be well-nourished. 

The average life expectancy in India is only 27 compared to United States 
figure of 68. 

In India, 123 of each 1,000 babies born die in their first year. In the United 
States the figure is only 29 per 1,000. In Iraq and Egypt, only 600 of each 1,000 
babies that are born live to be 5 years old. 

To bring the average world textile consumption per person up to only one-half 
the United States average of 38 pounds per year, would require an increase in 
world production of cotton and other fibers of almost 90 percent. 

Population increase in the last 15 years has outrun increases in food and fiber 
production in the world as a whole and in many different countries of the world, 
particularly in southeast Asia, southeast Europe, Northern Africa, Germany, 
and Austria. 

To be safe, nutritionally, over a long period, requires about 1,900 calories a 
day with some protein from animal sources in warmer tropical climates; and 
2200 calories a day in cooler areas, such as the United States. In all the world, 
except a handful of countries in Western Burope, North and South America, 
Australia and-New Zealand, the people on the average live at or very near this 
breakover point. Since some people in every country live very well indeed, 
considerably more than half of the population live below safe nutritional levels 
most of their lives. 

The real answer to the problem of unbalance between productive capacity and 
effective demand must be found on the side of demand. People have almost 
unlimited wants—which unfortunately do not always meet with a corresponding 
purchasing power—for better food, better housing, better clothing, better edu- 
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cational facilities, and for a vast array of various kinds of manufactured goods. 
There could be an ever-expending circle of the distribution of these things as 
opportunity is increased. The long-term solution to the present agricultural 
situation must be found in building up the purchasing power which will create 
expanded markets for both agricultural and nonagricultural goods—and this 
can be secured in an expanding world economy. 

The underdeveloped countries may be divided into two classes—those which 
have large natural resources but small populations and those which have large 
populations in comparison with their resources of raw materials. The former 
are largely in Africa, the Middle East, and Latin America. The latter are 
largely in Asia. 

In the countries of small populations and large natural resources the problem 
is mainly one of securing outside capital for development, although there is also 
the problem of raising the level of technical skills of the native population. 
But in these cases, outside private capital is already moving in considerable 
amount and technical training usually accompanies the capital. 

It is, however, the economic development of heavily populated underdeveloped 
countries with relatively limited natural resources that is of the most concern 
to the agricultural producers. It is in these countries where will be found the 
vast number of underclothed and undernourished people who could, through 
economic development, earn the means of payment to absorb enormous quantities 
of food and fiber. 

These countries need both technical assistance and capital if their standards 
of living and purchasing power are to be substantially raised. It is recognized 
that, in respect to both technical assistance and capital, agricultural develop- 
ment will receive important consideration, for agricultural development must 
go hand in hand with industrial development if the necessary expansion in 
consumer purchasing power is to be achieved. 

So far as technical assistance is concerned, some progress has already been 
made through international and national agencies; but much more needs to be 
done. The problem of capital for development is much more difficult but equally 
important in this class of country. 

All of the so-called surplus United States food and fiber production would be 
but a drop in the bucket if the democratic nations should agree to use food to 
help finance economic and social programs in areas where they are needed: to 
loan the proceeds from the sale of food surpluses—as might be done through 
an international reserve—for development programs. 

Beyond the agricultural problem, the International Food and Raw Materials 
Reserve can help solve other of this Nation’s most difficult foreign relations con- 
cerns. It can make a major contribution toward peace by permitting more rapid 
expansion in underdeveloped areas in the manner I have just indicated, and also 
because its operation will stabilize world raw material markets and make abun- 
dant production abroad possible. 

One of the most persistent, most disturbing, and most perplexing of modern 
economic problems is the human suffering and relative stagnation enforced upon 
producers of the world raw materials by the exteme ups and downs in their 
prices. 

The problem is serious in the more highly developed nations. It is even more 
seriously present and damaging in the lesser developed nations. Wide swings 
in raw material prices present prospective investors in raw material development, 
whether persons, firms, or states, with a very large range of variation in possible 
returns that can be earned by opening up and developing such projects. Faced 
with such great uncertainty in markets and prices both states and individuals 
are hesitant to open up enterprises that are currently profitable but which may 
at any time dip drastically below the break-even level through no fault of the en- 
terprise itself. The multiplication of this kind of a situation throughout farming 
and all other raw materials industries of a nation and of the world puts a very 
severe damper upon the rate of economic development in these industries. 

This slowing down of the rate of expansion in raw material industries not only 
reduces the supply of such materials to meet human needs and to fuel manufac- 
turing and other secondary industries, it also holds down the purchasing power 
of persons and firms on the raw materials sector and thus cuts down on sales, 
scale of operation, and consequently of income and purchasing power of the in- 
dustrial and service segments of the economy. Consequently the entire economy 
idles along at a lower rate of production and expansion than needs to be the ease 
if the extreme fluctuation in the prices of raw materials could be evened out. In 
the more highly industrialized nations the symptoms are seen in chronically de- 
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pressed industries like farming and coal mining in the United States. In the 
lesser industrialized nations the drop in raw material prices can bring the entire 
nation dangerously close to bankruptcy and to directly cause a widespread drop 
in income and standards of living. 

In 1938, when there was a drop in our gross national product of only 6 percent 
United States imports dropped 31 percent. This meant economic catastrophe for 
some of the small nations in South America that depend on a single raw material, 
sold heavily to the United States, to sustain their payrolls and finance their own 
necessary importations. 

The 6 percent drop in our product resulting in a 48 percent decline in exports 
in the sterling area of Asia and Africa. 

It is only natural that the nations involved in these unfortunate circumstances 
would take evasive and protective action to save as much as they can within their 
own economy. This sort of action inevitably includes restriction on imports 
from the United States, worsening our problems. 

The International Food and Raw Materials Reserve will help solve this prob- 
lem by providing a continuously stabilizing factor in international raw material 
markets. Through the administrative machinery of the reserve, the stabilized 
prices of each raw material that enters importantly into international trade could 
be negotiated and agreed upon. The reserve would thereafter stand ready at all 
times to buy those raw materials at an agreed-upon price and would stand ready 
to sell such commodities when they rose above the agreed-upon stabilized price. 
The reserve would thus reduce the extreme ups and downs of prices in both 
domestic and international markets to the benefit of the raw materials producing 
nations and consumers as well. 

This would be one of the major functions and beneficial effects of the Inter- 
national Food and Raw Materials Reserve. This is not its sole purpose. 

In addition to performing this highly important market stabilization function, 
the reserve would perform several other equally important and greatly needed 
functions that would facilitate more rapid economic expansion, relieve starva- 
tion and chronic poverty, and expand international exchange. 

Nations which are already highly industrialized have another acute and grow- 
ing problem for which the reserve would provide machinery for a permanent 
solution. The industry of advanced nations is chewing up basic resources at a 
tremendous and rising rate. For example, the United States, which has 7 percent 
of the world’s population and 30 percent of the world’s natural resources, accounts 
for 70 percent of the world’s manufactured goods. The United States is using up 
its resource base at a very rapid rate and very much faster than the rest of the 
world. To be secure in our rising living standards and to retain the resource base 
for an expanding economy, we must assure ourselves someway, a stabilized source 
of supply of the raw materials for our manufacturing industry. The same situa- 
tion is true in other industrial nations such as United Kingdom, France and Ger- 
many, and Japan. 

Faced with problem of securing a future supply of raw materials, highly indus- 
trialized nations could depend entirely upon private industrial concerns to make 
long-term contracts with raw material producers in other lands. And this should 
be done. But it can only be successfully and securely accomplished if protected 
and facilitated by governments and international economic accords. 

Such accords conceivably could be done exclusively through bilateral arrange- 
ments between the United States and each foreign nation—one nation at a time, 
one commodity at a time. However, no supplier, private enterprise, or state, 
wants to become dependent exclusively on one buyer; nor do importing nations 
or industrialists want to become dependent upon only one seller. 

Through the International Food and Raw Materials Reserve exporting nations 
ean assure themselves long-term stabilized markets and importing nations can 
assure themselves of long-term supply at stabilized prices. 

It would be incorrect to think of the International Food and Raw Materials 
Reserve as just a World Commodity Credit Corporation. The reserve is not a 
price-supporting device nor a device for slowing down raw material production 
and restricting supply. Rather the purpose is to help usher in the era of abun- 
dance that is now on the world’s threshold. 

The history of all past civilizations tell us that expanding prosperity shared 
by the known world is the only basis upon which peace can be attained. 

An international reserve can be a long, significant step toward the ultimate 
attainment of permanent world peace with honor; humanity and prosperity. 
This could be our contribution. 

This international institution, when established, could become the facilitating 
force to galvanize the free world into a vast promising new era of great abundance. 
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If history teaches anything it is that islands of abundance in a starving world 
cannot long endure. History has a way of removing barriers and evening off 
such extremes of economic opportunity. Usually this is brought about when the 
barbarians storm the walls of Ancient Rome and burn and sack the city. This 
pulls down everybody to the lowest level. 

It behooves the United States to see that the evening-up comes about by 
expanding economic opportunities in other nations, not through forced reduction 
of living standards in the United States. 

We can help raise incomes and living standards in other nations by aiding 
them in promoting more rapid economic development. 

About a third of the world’s people live in the United States, Western Europe 
and other democratic nations that are relatively well developed and have fairly 
high incomes and living standards; another third live in countries behind the 
so-called Iron Curtain dominated by Soviet Russia and its police state system 
of control. 

The remaining third of the world’s people—about 900 million of them—live 
in nations that have not yet made up their minds about democracy. These are 
the people of South and Central America, Southeast Asia, Africa, and the Middle 
East. Here “stomach communism” holds out a glittering lure with its false 
promises of enough to eat. 

These nations have not attained the economic development and higher living 
standards easily possible with modern technology and organization, Poverty is 
the rule as the figures in the following table indicate. 


Per person average annual real income in selected countries 


[Figures from United Nations publications ; for comparison, United States figure is $1,900) 


ASIA SOUTH AND CENTRAL AMERICA 

TOA in eninge aaa a Ol eee” 

Afghanistan_______. ; : ia. AA Aen cis siihiiaiita entire cnet oe . 822 

Ee oe te. Se LY Cee bcos elo ot ee 

Ceylon 2 Ula Dai oT} SIR Sk ek eee 55 

Ind@igig ins wckings Be be oe gd cas 7) IT I aso Sacre es. le eipaes dik ble lees 112 

Indonegitn. instead. se tial gis: SE GI, Dk ee coe 

JODEM Si chee ning toictamaaiedilecciamral 100 | Colombia-____- hidiinainebneicarttird 132 

South Korea___ ~~ Ee eee st Wee) MPPda ea ie, oe Pd 296 

Philippities 2.52022. __ SET M6 Megeeeors - ss ek wiles 1D 

Guatemala______ pee Riles tower dissin = 77 

MIDDLE EAST AND AFRICA OS Be STi hs cad eee 

al ore cs pi diet ae dates Te 

Egypt-.-----------. oe pee ae 

eg a a cas et Re ee Ee ees we. 406 
BOG 5, cinhin tnd dapeitizn hg aistive bs ab 85 
I sine cinaetin a clthsil birthed rimiteaaiin viel iiaiiaals 85 
Doin eres sien acne a a cacae 125 
Pane a. i aS, i eee 51 


We, the United States, must intensify our efforts to assist in the development 
of a coordinated program of aid to relieve hunger and suffering, and to promote 
expansion and strengthening of the national economies of the democratic nations 
in ways that will not destroy the principle of self-determination of peoples. 

The international food and raw materials reserve proposal is offered by its 
large, bipartisan group of sponsors as a measure that offers great aid to peoples 
abroad in developing, while solving a part of our so-called surpluses problem here 
at home. , 

The resolution we have offered does not set up a new international agency. 
It does not prescribe the exact form of the proposed reserve. It simply expresses 
to our foreign relations officials the desire of this body that it negotiate with other 
nations to establish such a mechanism. 

Other lands around the world have expressed their desire that such an inter- 
national reserve be created. 

The United Nations is studying the matter. There is no doubt that actual 
negotiations could and would start shortly after this country joined in the effort. 

This multilateral international project can move swiftly, creating a new, co- 
operative bond among the free peoples of the world, if the United States will 
participate in negotiations. 


80333—56——2 
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I can think of no single project in the field of international relations that 
would do more for the economy of this Nation than the creation of international 
distributive machinery that would assure us markets for surpluses which are 
desperately needed abroad. 

Nor do I know of any action we could take that would so strengthen the 
alliance of free peoples against communism than the creation of an international 
agency that will permit and speed economic development in all of them and make 
us all true partners in progress toward worldwide abundance. 

Senator Murray. The reasons then given for such a program are 
sound today. I shall not go back over the material I then presented, 
but will speak briefly on new and additional matters bearing on this 


subject. 
ADVISORY NATURE OF SENATE RESOLUTION 86 


Senate Resolution 86 simply authorizes and requests the President 
to take the initiative in negotiations for the proposed International 
Food and Raw Materials Reserve. By this language, the resolution 
recognizes that the handling of international affairs is the duty and 
responsibility of the executive branch of the Government. The reso- 
lution, in effect, advises the President of the Senate’s views in regard 
to this matter, just as the President himself sometimes has requested 
our views. A notable example was in regard to Formosa, when inva- 
sion of that island appeared imminent. 

The resolution does not attempt to restrict the executive to any 
particular pattern or formula for the proposed food bank or re- 
serve. Scores of detailed proposals as to how one should operate have 
been advanced. Each such plan requires considerable study. Inter- 


national negotiations will require a great deal of give- -and-take as 
to detail between the nations. So it appeared wisest to the sponsors not 
to propose Senate endorsement of any specific way in which an inter- 
national reserve should be operated, but simply enunciate broad ob- 
jectives. 


SENATE INITIATIVE NEEDED 


The need for the Senate to act to encourage or impel the administra- 
tion to take initiative in this matter, if anything is going to be done, 
is made apparent by the State Department’s report to this committee 
on Senate Resolution 86. 

The Department finds that the objectives are entirely laudable and 
desirable. It confirms the fact that other nations of the world have 
been urging the establishment of some sort of a buffer stock, bank, or 
reserve of food, fibers, and other raw materials both to combat hunger 
and want and to promote world economic stability. The Department 
points out that the executive already has power to enter into negotia- 
tions with other nations to establish such a reserve. The report then 
elaborates on why the executive has failed to use its authority in this 
area and has taken a negative attitude on such proposals, The admin- 
istration prefers to rely on normal trade (which is necessarily con- 
ducted among the “have” nations of the world) supplemented by some 
limited unilateral arrangements for disposal of our surpluses which 
are authorized by the Trade Development and Foreign Aid Acts. 
The State Department is fearful that a world agency which attempts 
to match food surpluses and empty stomachs—which is the common 
objective of the sponsors of this resolution—“would constitute a dan- 
ger to the free enterprise system.” 
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The Department’s position is doubly negative. It offers no hope 
to American producers and American citizens that our food sur- 
pluses, which could be used as ammunition in a war against want, will 
be used in that way and moved out so they will no longer depress farm 
markets. And it offers no hope to hungry peoples abroad that the 
United States will share its abundance with them—nations which have 
asked for the establishment of such an international agency. Inci- 
dentally, I understand a United Nations commission, assigned by the 
United Nations General Assembly to study the possibility of establish- 
ing just such a world agency as we propose will release its report in 
the next 2 to 3 weeks. 

In this international matter, the administration appears to be com- 
mitted to the same “joy of suffering” for the free competitive enter- 
prise philosophy that marks our domestic farm policy; the same “joy 
of suffering” philosophy that was blurted out by a White House assist 
ant recently in regard to unemployment in the automobile industry, 
and the same philosophy which was paraphrased to the Senate In- 
terior Committee only last Friday. We were told by one of the wit- 
nesses that—and I quote: 

In a dynamic economy such as ours, functioning under a philosophy of “free 
competitive capitalism” as it has been termed by the President, not everyone 
is successful. There are business failures even in times of great prosperity. 
It is a part and parcel of our American way of life under which our country 
has grown strong. I do not think we would want it different. 


DANGER OF UNRESTRAINED COMPETITION 


There are those who think that the unrestrained application of this 
harsh philosophy, the widespread liquidation of small businesses, 
family farmers, and small mining ventures, and the concentration of 
assets which has been going on recently, is not wise domestic policy. 

The application of a survival-of-the-fittest philosophy in the inter- 
national field can be tragic. It can mean that the United States de- 
faults in the struggle for the friendship of the have-not nations of 
the world, including such great countries as India, and their resulting 
loss by the free world to communism. 

Unrestrained competition for world markets with nations which 
would like to be our friends and allies can lose many of them to us. 
Some of the one-way, or unilateral, deals which this Nation has made 
to sell surpluses under the trade development and aid programs al- 
ready have caused difficulty. It is reported that a United States sale 
of rice to Japan under one of these disposal programs resulted in a 
loss of sales by Burma, adding to the Nation’s rice surplus problem. 
This led to Burma’s development of trade relations with Russia and 
her swap of rice for industrial goods. 

Other deals negotiated by the United States, or just discussed, have 
caused alarm in Canada, Egypt, Australia—most of the food export- 
ing nations of the world. 


NEED FOR A MULTILATERAL AGENCY 


It is clear that a multilateral agency, in which all nations concerned 
can assemble and work out distribution of available surpluses so they 
will relieve hunger and not disrupt normal trade patterns, is needed 
for the sake of good international relationships. 
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I want to mention just one other new evidence of the need for an 
agency that can direct our surpluses to needy areas of the world. 


FRANCIS COMMITTEE RECOMMENDATION 


Last Thursday, Presidential Adviser Clarence Francis, formal head 
of General Foods Corp., released a report on the possibilities for dis- 
posing of our large Government food stocks. The report reflected 18 
months of study. 

My staff has made every effort to obtain a full copy of this report, 
but neither Mr. Francis’ office, the Department of Agriculture, nor 
anyone else in the executive branch appears to have one available for 
us. I hope your subcommittee will be able to obtain one before your 
hearings conclude. 

Senator Humpnrey. I just want to interrupt you to say that I did 
obtain one this morning. The report was published in October 1955. 
I was able to get this one this morning. 

Senator Murray. I am glad you have that. I think it is very im- 
portant to have it before the subcommittee. 

Senator Humpnurery. I would say most kindly that if it takes as long 
to get something done about the surplus as it does to get a copy of the 
report, it isn’t any wonder that we have had some trouble. 

Senator Murray. According to the New York Times for Friday, 
May 25, Mr. Francis found little prospect for increasing our food 
exports through normal channels of trade—the free competitive mar- 
kets about which the executive is so concerned. Mr. Francis advised, 
the Times reports, and I quote their account : 

The best opportunities for increasing exports without risking a substantial 
displacement of United States exports for dollars, or of usual exports of friendly 
countries, are in low-income, low-consumption areas, the report held. 


I offer a copy of the New York Times account for your record. 


C ae the full report will be made available to you. 

Senator Humrurey. We will have that included in the testimony, 
Senator, in your testimony. 

(New York Times, article of May 25, 1956, Surplus Export Plan 
Deemed Inadequate, is as follows :) 


{New York Times, May 25, 1956] 
Surpius Export PLAN DEEMED INADEQUATE 
(By Charles E. Egan) 


WasnHineton, May 24.—A staff report just submitted to President Eisenhower 
has found the prospect of solving farm overproduction by exporting surpluses 
to be unpromising. 

The results of an 18-month study on the problems were recently handed to 
Clarence Francis, former head of the General Foods Corp., who is a special ad- 
viser to the President on farm surplus matters. Mr. Francis passed the report 
to the President and Ezra Taft Benson, Secretary of Agriculture. He recom- 
mended an overhauling of Government policy to meet the problem. 

A foreword says the report has been submitted “for consideration” and does 
not necessarily “reflect the views of the administration.” 

Even in the unlikely circumstance that current rates of agricultural surplus 
exports could be raised by 50 percent, the study finds, it would take 9 years 
or more to dispose of existing surpluses of feed grains and cheese, 6 years for 
surplus wheat, 5 years for cotton, 4 years for rice and tobacco, and 18 months 
for soybean stock. 
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“Since foreign disposal does not appear to offer outlets adequate for the dis- 
position of current surpluses in the next few years,” the report says, “the situa- 
tion strongly suggests that domestic production, price support, and sales policies 
be carefully reviewed. 

“It would appear that current output of supported commodities should be 
brought within the bounds of prospective dispositions ; that all opportunities for 
decreasing production and marketing costs, as well as for increasing domestic 
utilization, be thoroughly explored; that legislative provisions that prohibit 
domestic sales except at levels materially above current prices should be re- 
examined; and that rigid domestic support prices for some commodities that 
cause the United States to be a residual supplier to world markets should be 
adjusted.” 

The report notes that obligations of the Commodity Credit Corporation re- 
sulting from price-support programs totaled $7,200 million. Of this amount, it 
says, $5 billion represented inventory and the remainder other price-suppert obli- 
gations, such as loans and purchase agreements made or underwritten to support 
prices and not redeemed by farmers. 


GOVERNMENT AIDS CITED 


In the 1954-55 fiscal year, it goes on, more than 40 percent of the $3,100 million 
worth of agricultural commodities shipped abroad was aided by one or more 
governmental programs to facilitate exports. The special aids included sub- 
sidies, barter deals, foreign currency, sales, donations and special shipments for 
relief, 
The question whether surplus exports to Soviet-bloe countries should be per- 
mitted has been raised in several quarters, the report notes. Sales or barter 
to Eastern European countries are now prohibited. 
The report concedes that a potential market for additional surplus commodi- 
ties seems possible through legislative modifications to permit the President to 
exploit at his discretion such opportunities as may be deemed appropriate. 
Soviet-bloc purchases of United States products have included few agricultural 
commodities, the report finds. The Communist countries have chosen to use 
their dollar earnings for other purposes that they consider important, it adds. 

“It is significant, however,” it adds, “that recently large purchases of wheat 
have been made from Canada by Poland and Hungary, and of butter from Canada 
by Czechoslovakia and that Hungary has asked to buy wheat from both Canada 
and the United States.” 

Althought little is known about the prospective market for American exports 
to Communist China, the report finds evidence that the food situation there has 
become precarious following the 1954 drought. 

The United States still maintains a full embargo on trade with Red China. 
But even if it did not, that country would provide only a limited market for 
surplus agricultural commodities, except cotton. 

The best opportunities for increasing exports without risking a substantial 
displacement of United States exports for dollars, or of “‘usual” exports of 
friendly countries, are in low-income, low-consumption areas, the report held. 


Senator Murray. If the Times account is correct, then this admin- 
istration adviser has materially added to the case for a world food 
agency that. will get food surpluses to hungry people as the Interna- 
tional Food and Raw Materials Reserve is intended to do. 

It was the belief of the sponsors of Senate Resolution 86 that a way 
must be found to do precisely what Mr. Francis suggests: Get: our 
surpluses to the low-income, low-consumption areas with a minimum 
of disruption of normal trade. 

Testifying on foreign policy recently, Mr. Walter Reuther of the 
United Automobile Workers endorsed Senate Resolution 86 and ur ged 
that the international reserve advance food as loans to make possible 
development projects in the underdeveloped nations. This should 
be done and, in my judgment, every sort of device, including outright 
humanitarian giveaways should be employed through the interna-. 
tional reserve to end starvation around the world. 
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There are both practical domestic and international reasons for the 
establishment of an international food and raw materials reserve. 

There is a strong moral reason, also. 

Our responsibility to our human brothers around the world cannot 
be shrugged aside with the excuse that distributing our food to hun- 
gry people might cause complications for a “free competitive 
economy.” 

No one desires to disrupt private business. It need not be done. 
Business opportunities can be enhanced by development of backward 
areas. 

But as Christians, and as a Christian Nation, we have a moral duty 
to use our abundance to aid less fortunate men. 

Mr. Chairman, for the benefit of the committee, I would like to 
submit to you the report of the Policy Committee of the Eighth Gen- 
eral Meeting of the International Federation of Agricultural Produc- 
ers, which took place last August. The report states on page 13 that 
the international food reserve idea has met with universal acclaim, 
but points out the difficulties which have been experienced in bringing 
the idea to fruition. Four United States farm groups—the Farmers 
Union, the Farm Bureau, the Grange, and the Council of Farmer Co- 
operatives—are members of this international federation of farm 
organizations. 

Also, I wish to submit for the record an article entitled “Why Not 
Feed the Hungry Millions?” by Mr. Knowlton Nash, appearing on 
page 8 of the June 1956 issue of the American Farm Bureau Federa- 
tion’s monthly magazine, The Nation’s Agriculture. 

Senator Humrnrey. They will be made a part of your testimony, 
Senator Murray. 

(Report of the Policy Committee of the Eighth Ordinary General 
Meeting of the International Federation of Agricultural Producers, 
and a copy of the Nation’s Agriculture, above referred to, are as 
follows:) 

[Document P, 8/55, September 16, 1955] 
IFAP EIGHTH ORDINARY GENERAL MEETING, Rome, ITAty 
* * * * * 


DIFFICULTIES IN INTERNATIONAL COOPERATION IN FOOD DISTRIBUTION 


48. Ever since 1946 when Sir John Boyd Orr (now Lord Boyd Orr) first 
suggested the establishment of a World Food Board, there has been intermittent, 
but sometimes intensive, international consideration of the possibility of finding, 
through international cooperation, a means of bridging the gap between relatively 
abundant food production resources and the many people of the world who have 
insufficient food. The basic idea has been that surpluses of food could be brought 
together in an international pool and distributed from there to areas of need. 
It has been argued that this would not only have the great humanitarian value of 
feeding hungry people but that it would also lead to greater stability in prices 
received by producers. 

49. All of these international discussions and investigations have come to 
naught. The latest of them was the consideration at the last U. N. General 
Assembly of a Costa Rican proposal for the establishment of a world food reserve. 
It will be of interest to consider the reasons for this record of failure—since the 
general objectives in view have won almost universal acclaim. 

50. There are a variety of reasons. Perhaps the most important of these is 
that the specific proposals for international food distribution have been couched 
in vague and general terms, They have taken insufficiently into account impor- 
tant facts in regard to existing national policies in the fields of agriculture and 
foreign trade. They have seemed to assume that large quantities of important 
food commodities could be distributed through an international agency without 
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affecting the normal international trade in the same commodities. And, above 
all, they have not come to grips with the problem of how the pricing policy of 
the international food distribution agency would be arrived at and how it would 
be carried out. (All of the seriously considered proposals have assumed that the 
food would be sold—at some price—and not given away). 

51. Another reason is that governments possessing, or likely to possess, surplus 
food supplies have not been convinced that an international agency could handle 
their surplus supplies as well as they could handle them themselves. There is 
first the matter of cost. Bearing in mind the misgivings already alluded to, 
governments of countries possessing, or likely to possess, surplus supplies, have 
not felt inclined to pass over large sums, even in terms of commodities, to an 
untested international agency. Moreover, governments have been reluctant to 
turn over, to an international agency, large supplies of surplus food which they 
might themselves use directly to national advantage. Finally, it may be men- 
tioned that, while governments of countries which might be expected to be 
recipients of surplus stocks have enthusiastically applauded the general idea 
of a world food reserve, there is little evidence of serious consideration as to how 
the distribution of large quantities of surplus stocks could be fitted into the 
national food distribution patterns of the recipient countries. 

52. These are all serious obstacles to securing agreement on a practical scheme 
for the international distribution of surplus supplies of agricultural products 
through a specific international organization for that purpose. And they will 
continue to block such agreement until some approach can be devised which will 
take all, or most of them, into account. 


* * * * * * “ 


ASSISTANCE AND EC)NOMIC DEVELOPMENT 


88. Experience has shown the difficulties in the way of distributing foodstuffs 
to the underdeveloped countries. There is on the one hand the formidable chal- 
lenge of finding the requisite solution to a major human problem, and on the 
other of making an effective contribution to the disposal of surplus stocks. 

89. It is also clear that the economic development of the underdeveloped coun- 
tries is a fundamental prerequisite for the creation of purchasing power in those 
countries capable of achieving a permanent increase in their consumption capac- 
ity, which would help to bring about a better balance between potential agri- 
cultural production and market demand. 

90. In addition, experience has proved that the present machinery for technical 
assistance to the underdeveloped countries is only capable of the fullest develop- 
ment if the technicians have enough funds at their disposal; in particular to 
carry out schemes such as the construction of roads, schools, and hospitals which, 
being non-self-liquidating, do not attract private capital. This financial difficulty 
has not been overcome owing to other commitments of various kinds of the 
governments of the contributing countries. 

91. Lastly, the very important pilot study carried out in India by FAO has 
suggested that practical results might be obtained by linking the provision of 
surplus foodstuffs with economic development measures. 

92. In view of the foregoing, the policy committee makes the following recom- 
mendations: 

(a) It is necessary to secure effective coordination between technical 
assistance and the international proposals for supplying the capital needed 
for the economic development of underdeveloped countries. Therefore with- 
out affecting the bilateral assistance programs of the developed nations— 
which ought to be continued—the new multilateral action envisaged calls for 
the establishment of a small coordinating agency under the auspices of the 
United Nations to coordinate activities relating to the provision of tech- 
nicians, capital, capital goods, or foodstuffs. 

(b) The contribution of the developed countries to this multilateral action 
may be made in the form either of capital, manufactured goods, technical 
know-how, or agricultural products. The governments of the recipient coun- 
tries will be able to make use of the agricultural products and foodstuffs to 
help to pay for the development programs through counterpart funds or 
directly to feed the workers engaged in carrying them out. 

(c) Pending the bringing into operation of this proposal, countries—both. 
those holding surpluses and those needing fuller economic development— 
should push ahead with plans, legislation, and arrangements for the use of 
surpluses to speed economic development. 
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(d) In the case of self-liquidating projects, the policy committee strongly 
favors the establishment of the International Finance Corporation, which 
would represent an important additional step toward furnishing the under- 
developed countries with capital. 


[The Nation’s Agriculture, June 1956] 


Wuy Nor FEep THE HuNGRY MIIons? 


An official of the International Federation of Agricultural Producers freely 
expresses his views on a controversial question 


(By Knowlton Nash *) 


The body of Bihar Sen, a peasant, was picked out of the gutter in the city of 
Bangalore, India, the other day. He starved to death. 

On the same day, 5,000 miles to the west, Bill Wesson, United States Agri- 
‘culture Department employee, was shoveling surplus wheat for storage aboard 
a mothball-fileet ship near Seattle. 

Mr. Sen and Mr. Wesson symbolize the modern-day paradox of starving mil- 
lions on one hand and bulging, mountainous surpluses on the other. In India 
alone, 60 million people like Mr. Sen suffer semistarvation. Sooner or later 
they die, directly or indirectly because they did not get enough to eat. 

Here in the United States, the Government now controls something like $9 
billion worth of surpluses. Government officials, farm leaders and wise eeono- 
mists spend hours trying to figure out ways to get rid of this surplus. 

The answer to the paradox, it would seem, is easy. Why don’t we feed our 
surpluses to the hungry millions? 

But the answer is not easy. It may be easy to drop a dollar in the Salvation 
Army Christmas pot, but it’s a far different story when it comes to giving 
American surpluses to the hungry millions. 

The problems lie with America’s friends abroad and with the countries which 
would get the giveaway surpluses. 

A man with an empty stomach and no prospect of getting it filled is easy prey 
for the Communists. 

Why then the delay in giving these hungry people American surplus food? 

Take India, for example. Starvation always has plagued India. It is nothing 
new. Suppose the United States decided to give 100 million bushels of wheat to 
India. How weuld India react? 

If United States is giving 100 million bushels of wheat this year, India would 
like a promise from Uncle Sam that a similar gift would be given every year 
for the next 5 or 10 years. The Indians are not enthusiastic about a one-shot gift. 

The Government does not want its people to eat well this year and suddenly 
find their food cut off again next year. Hence they demand long-term aid assur- 
ance from the giver. 

The United States surpluses being fed to the hungry millions would be like a 
crutch for a small boy. If the erutch were given for only 1 year and then taken 
away, the boy would be in worse shape than ever. 

But if he could keep the crutch for several years and then as he got about 
more, exercising his legs, he would need it less and the crutch would get smaller. 
Finally, he would be able to walk without the crutch. 

India wants to walk without the crutch of giveaway surpluses, but she must 
have a big erutch for several years, and then gradually smaller crutches before 
she is able to walk entirely on her own. 

This is the thinking of the Indian Government in its demands for long-term 
aid. 

This assurance is difficult for United States to give, as witness the great de- 
bate in Washington today over long-term aid. 

If. however, this problem were licked, the Indian Government would next be 
worried about the reaction of the wheatgrowers of India. They fear that 
large amounts of wheat free to India would damage the market and depress 

rices. 
, The small shopkeepers of India also have a voice. The shopkeepers sell food 
to the teeming millions in the cities of India. If the people were given free food 
from American surpluses, they would not buy at the shopkeepers’ stores. 


1 Information officer, IFAP. 
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Another problem lies in the way the gift is made. The Indians, like most 
Asians, are a sensitive people. If the 100 million bushels of American wheat 
arrived in India wrapped with bright stickers saying it was a “Gift of the 
People of the U. 8. A.,” any cold-war political value to the gift would be largely 
lost. 

If they need to take gifts, they would prefer them without too obvious identifi- 
cation of the giver, or from some international agency. 

Another part of the roadblock is that most of the potential recipient countries 
do not have the distribution facilities to handle big gifts. 

Even the present American giveaway programs are watched with suspicious 
eyes from abroad. The Canadians are wary of the big American wheat-surplus 
disposals. So are the Australians and the Argentineans. Brazil, Mexico, and 
Egypt are unhappy about American cotton giveaways. New Zealand, Denmark, 
and Holland are fearful of United States dairy products disposals. 

If the United States launched a big giveaway program, just about every friend 
United States has in the world might be down on Uncle Sam’s neck. 

Countries which formerly purchased wheat from Australia or Canada might 
now turn around and get it free from the United States. The gifts, of course, 
would be aimed at being over and above present consumption. But that is all but 
impossible to determine. 

The present United States surplus disposal program also is supposed to be 
over and above normal consumption, but most of Uncle Sam’s friends abroad 
claim American surpluses disposed abroad are replacing normal commercial 
transactions. A massive giveaway program might become, they say, like a 
grocery giving bread away free and all the other grocers in town who charge for 
bread would go broke. 

None of Uncle Sam’s friends, however, object to famine relief. 

One way to break through at least part of the roadblock on giving away sur- 
pluses is by tying surplus disposal in with foreign economic aid. The United 
States, for example, recently gave Jordan 10,000 tons of wheat. 

Jordan took 1,500 tons of the wheat and sold it by public auction to cover the 
cost of transportation, storage, and distribution. Then she gave away 2,500 tons 
to the most serious hunger cases in Jordan, giving priority to people in areas 
hit by a recent disastrous drought. The rest, 6,000 tons, was sold. The money 
was used to employ the jobless in projects to develop the economy of the country. 

On a long-range basis—over the next 50 or 100 years—if surpluses produced 
by the agriculturally developed countries of the world were used in this manner, 
at the beginning to help build the economies of the have-not nations, it would 
go a long way to ending the hunger and misery which has plagued the under- 
developed nations for centuries. 

With developing economies, these countries would earn money through their 
own exports and eventually they would be buying the surpluses instead of 
getting them free. 

One more big step would be for Uncle Sam to work with other surplus-producing 
countries on feeding the hungry millions. 

Our friends abroad would be less alarmed if the disposals were coordinated 
internationally. And, most important of all, there would be fewer Mr. Sen’s 
lying dead of starvation in the gutters of India. 


Senator Murray. Thank you, Mr. Chairman, for the privilege of 
being here this morning and participating in this meeting. 

Senator Humpurey. Senator, we are ae indebted to you for 
having been the initial sponsor of this resolution, and for your leader- 
ship in it. 

I was pleased to hear the comments that you have made about the 
desirability of this resolution, and the fact that it could be entered into 
without any serious impact upon the normal trade channels, as you 
have properly emphasized. 

This is not a law that we are talking about; it is a resolution. It 
expresses the sense of the Congress to the executive department, and 
the President, through our representatives in the United Nations and 
in the State Department, that we should proceed with some form of 
international agreement that will result in the proper utilization of 
surpluses of food and fiber. 
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The outlines and details of that plan are to be left up to the nego- 
tiating agents, and I was pleased to note that you brought in, by refer- 
ence and by explicit comment, the interest of our great farm groups 
in the sum of this legislation. 

May I say that the record is rather complete also with items from 
our religious bodies in this country, all religious faiths demonstrating 
keen interest in this kind of a proposal. 

Senator Murray. Thank you. 

Senator Humpurey. I want to thank you, sir. 

I want to hear from Senator Scott and then from the representa- 
tives of the agencies, and we shall have some questioning of them 
when they proceed to tell us their objections. 

Senator Scott, please. 


STATEMENT OF HON. W. KERR SCOTT, UNITED STATES SENATOR 
FROM THE STATE OF NORTH CAROLINA 


Senator Scorr. Mr. Chairman, and Senator Murray, I appreciate 
your giving me this opportunity to appear in support of Senate Reso- 
lution 85 and Senate Resolution 86. 

The able senior Senator from Montana, Mr. Murray, is cosponsor 
with me of Resolution No. 85, and I am one of the cosponsors of 
Senator Murray’s Resolution No. 86. 

In connection with my support of both resolutions, which essen- 
tially would accomplish the same principal objectives, I wish, Mr. 
Chairman, to tell a little story involving one of my boyhood chums. 

When Jim was about 8 years old he was invited to go over to a 
neighbor’s to spend his first night away from home unaccompanied 
by his parents. 

His mother, as all good mothers do, called him in to warn him to 
mind his manners. 

“Son,” she said, among other things, “Mrs. Jones at supper tonight 
may ask you which you would like to have to drink, iced tea or milk. 
If she does, you tell her that you like both, and will take either.” 

Sure enough, Mrs. Jones did ask Jim just the question that his 
mother had anticipated, but Jim became a bit confused and replied, 
“Mrs. Jones, I like either and will take both.” 

Now, Mr. Chairman, I am not confused in this matter of these two 
resolutions. I like both, and will be happy if you gentlemen of the 
committee report out either. 

Both are good. Both have woven into their warp and woof a human- 
itarian pattern that is given strength by a practical design. There is 
no color or shade of charity or giveaway in the concept of either. 

Now, from here on out I shall pinpoint my remarks to Senate Reso- 
lution No. 85. 


WORLD FOOD BANK 


This resolution, Mr. Chairman, would, when enacted, express to 
the President of the United States, and to the world, the sense of 
the Senate that the President should initiate negotiations through the 
framework of the United Nations and other international channels, 
for the creation of a World Food Bank, patterned after the Inter- 
national Bank for Reconstruction and Dev elopment. From this bank 
member nations could, in times of distress, shortages, famine, and 
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other disasters—borrow food, fibers, or both, and repay such loans 
when able in kind, other raw materials, or in cash. 

The resolution further carries the safeguard that the Senate must 
approve any treaties or agreements creating such a World Food Bank 
before participation in its operation becomes binding upon the United 
States. 

In recent months literally millions of words have been spoken and 
written about our excess stocks of foods and fibers, and what to do 
about them. Little has been said, however, about the hungry men, 
women, and children who people the world, and what can be done, 
in a practical way, to fill their empty stomachs. 


THE THREAT OF STARVATION 


I call your attention to the first “whereas” of Senate Resolution 85, 
which reads: 

Whereas international statistics show that more than 1 billion people of the 
total world population of 2,400,000,000 go to bed at night with their hunger 
only partially satisfied. 

Mr. Chairman, I submit that this is an alarming state of affiairs, 
and one that deserves our best efforts toward international solution. 

And then the second “whereas” reads : 

Whereas communism and other ideologies foreign to the concept of freedom of 
the individual man thrive best in the land where the specter of hunger stalks. 

Now, these “whereas” statements are not just idle words without 
meaning. They are words that carry within themselves a warning and 
a challenge to men of good will who seek, through peaceful means, to 
halt the insidious march of communism and the moral as well as 
political wasting away which is a part of that disease. 

Well-fed and well-clothed masses of people cling to their freedoms, 
fight for increased dignities for the individual, and never succumb 
to the false promises and siren songs of the Frankensteins who fashion 
the creeds of shadowy isms. 

To my mind, Mr. Chairman and gentlemen, no more effective weapon 
could be forged for use in the battle against international communism 
than the creation of a world food bank with facilities for lessening 
the pangs of hunger that gnaw in the stomachs of hundreds of millions 
of people. 


MODEL OF INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 


And we have learned—and all the world has learned—that an in- 
ternational bank, conceived and operated along democratic lines and 
principles, can and will operate successfully for the mutual benefit 
of all participating nations. As I pointed out earlier, I refer spe- 
cifically and directly to the International Bank for Reconstruction and 
Development. 

This institution for the betterment of mankind and for the pro- 
motion and maintenance of .peace grew out of the Bretton Woods 
Conference held in July of 1944. Its creation and the building of the 
machinery for its successful operation constitute a major accomplish- 
ment of the Democratic Party. I hasten to add, however, that bi- 
partisan support was not lacking, just as I hope it will not be lacking 
in the present instance. 
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Today the International Bank for Reconstruction and Develop- 
ment has 56 members, and its balance sheet—the measure of the peace- 
ful services it has rendered in a world torn with strife—tells a graphic 
story of what nations can accomplish when they work together toward 
a common goal. 

And, Mr. Chairman, I wish to reemphasize that the International 
Bank for Reconstruction and Development is not a charitable organi- 
zation engaged in a giveaway program, just as the World Food Bank 
proposed “by Senate Resolution No. 85 is not des signed to operate as 
a giveaway institution. No; the record shows that the International 
Bank for Reconstruction and Development not only pays dividends 
in good will among the participating nations and peoples, but also in 
dollars and cents. Its net cash income last year, over and above all 
operating expenses, ran something over $20 million. 

The World Food Bank, as proposed by the resolution introduced by 
Senator Murray and me, will serve as a medium of distribution for the 
effective and businesslike disposal and utilization of so-called surplus 
food, fiber, and other agricultural products which have accumulated 
or may accumulate or be needed in this or other participating nations. 
And I submit that it is high time to put the presently accumulated 
stocks of foods and fibers for peace into humanitarian use, without 
loss to the American taxpayer, through the medium of a world food 
bank. 

How better, I ask, could we improve our foreign relations? How 
better could we prove to a suspicious world that we mean what we 
say when we announce we are willing to share the fruits of our tech- 
nologies and our learning with the peoples of other nations? 

We have learned by experience that an international bank can 
operate successfully in the development of electric power, transpor- 
tation, communications, forestry, industrial expansion, and in many 
other fields. The same overall principles will work just as success- 
fully in providing machinery for the international distribution of 
foods a fibers to bring nearer into balance world production and 
consumption of these basic commodities. 


SUPPORT FOR WORLD FOOD BANK PROPOSAL 


Mr. Chairman, it is my fervent hope that members on both sides 
of the aisle, and the executive branch of the Government, whose re- 
sponsibility it will be to negotiate for the creation of such a World 
Food Bank, will join in a sincere effort to solve the problem of excess 
food and fiber stocks on the one hand and hunger, starvation, and 
sometimes even famine on the other—a solution which, I submit, will 
also strike a lethal blow to the expansion hopes of those who crouch 
in the Kremlin and plot and scheme against the freedoms of the indi- 
viduals of all the nations of the world. 

Thank you again for having given me this opportunity to express 
my views and my hope that this subcommittee will give favorable 
action on either Senate Resolution 85 or Senate Resolution No. 86. 
I like them both. I'll take either, although in all frankness I prefer 
No. 85 and its approach toward the solution of this problem. 

Thank you, Senator. 

Senator Humpnrey. Thank you very much, Senator Scott. 
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May I just ask this question: Under your resolution, would it not 
be possible for our Government to make its contribution to this In- 
ternational World Food Bank over and beyond what its normal ex- 
port trade would be ¢ 

Senator Scorr. Absolutely. 

Senator Humrpurey. In other words, it is not a replacement, it is 
a supplemental proposal; is that not correct ? 

Senato> Scorr. Supplemental, and it can be worked out, and it can 
be done within the framework of these resolutions, either one of them. 

I might say here, Mr. Chairman, if I may, that when I ran for the 
Senate, the major thing that caught the eye of the public was my pro- 
posal for a World Food Bank. I have had continuous letters ever 
since. Interest has not abated. The letters have abated in number, 
but the sentiment has been constant all the way through. The people 
have asked what has been done, and I have had to say, “So far, 
nothing.” 

Senator Humpnrey. Well, the purpose of this hearing, Senator, 
is to try to get some friendly consideration of your proposal and that 
of Senator Murray. I see that Senator Murray is also a cosponsor 
of your resolution. 

Have you read the objections from the departments, or have you 
heard the departments’ objections to these proposals ? 

Senator Scorr. I heard about them this morning. 


THE MULTILATERAL APPROACH TO PROBLEMS 


Senator Humpurey. We will go into those objections as we go 
along. I just note for the record that, for some peculiar reason, we 
seem to object to international negotiations through the United Na- 
tions. For example, we have our own point 4 program here in the 
United States—bilateral technical assistance program. 

We also have an international program of which we are a part in 
the United Nations. It is that one which gets the least emphasis, yet 
every witness that I have heard testify, except the administration 
witness—and I have heard many—all think that the international 
one is more productive than the domestic one. 

Sometimes I wonder if, in the consideration of these matters, we 
might not give a little more thought to what other people think about 
what. we are doing rather than what we think about what we are doing. 


IMPORTANCE OF ADEQUATE DIETS 


Now, take the Baghdad Pact. We are soon going to be voting on 
the foreign aid bill. In it there is eight hundred and some million 
dollars for military assistance of the Baghdad Pact, of which we are 
not even a member. As the representatives of the departments come 
up, would you kindly try to give me the standard of living in the 
member nations of the Baghdad Pact? I would like to know what the 
per capita income is, the per capita food consumption of all the mem- 
bers of the Baghdad Pact, and how many guns and weapons they are 
going to be able to carry under that minimum diet that they have. 

I don’t believe it is very smart to be giving fantastic quantities 
of highly mechanized military equipment to nations that haven’t even 
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got a good plate of food, with the exception, possibly, of Turkey. 
I had an opportunity to visit with one of the leading parliamentarians 
from Turkey, who, by the way, came to the Senate floor on the very 
day that President Eisenhower mentioned that we ought to have 
these great international technical schools, which I may say I applaud.. 
I think it was a wonderful suggestion. 

On that very same day, within the hour, this same parliamentarian 
from Turkey told me that they had requested a modest sum of money 
from the United States, in the thousands of dollars, not the millions, 
just a few thousand dollars, to hire teachers for an American Univer- 
sity in Istanbul, Turkey, and our Government had turned it down. 
They asked for $90,000 from ICA. They finally got $22,000 for it 
from the United Nations. Our Government didn’t have money for 
that, but we have in this budget hundreds of millions of dollars for 
weapons. 

Now, I want the representatives of the departments, as they tell us 
all about the food and fiber problem, to give me exact information as 
to the per capita income of the people of Iran, Pakistan. I want to 
know how much they have, how much their per capita income is, their 
productivity. I want to know what their diet is in terms of calorie 
intake. I want to know about their rate of disease and mortality and 
birthrate as related to mortality statistics, and then we will find out 
whether or not we have allies or whether or not we have just numbers, 
because as the greatest general of all times, General Napoleon once 
said, “An army fights on its stomach,” and he knew how to fight. 

I think it is pretty important that when you talk about allies, par- 
ticularly when you are contemplating spending over $800 million of 
the American taxpayers’ money for weapons in the Baghdad Pact, 
that maybe we ought to have some indication as to whether or not 
they have enough food in all of the countries involved, and what their 
standard of living is. 

Also, I was told by the representative of Turkey, that during the 
drought years they asked for some wheat from the United States, had 
received some, but not’ enough. They still need it. They have in- 
creased their wheat production from 6 million tons a year to 14 mil- 
lion, but with 2 years of bad drought, they are in trouble and here we 
sit with better than a billion bushels of wheat and still negotiating, 
about wheat, with Turkey our ally, a real ally, with 35 divisions of 
troops, twice as many as the United States of America. And yet we 
haven't been able to complete any economic loan to Turkey because it 
isn’t sufficiently businesslike. 

May I suggest that if we ever get into a war all the business practices 
will have to be set aside for a few moments in order to sustain 
ourselves ? 

Now, with that expression of my deep concern about these things, 
I call upon the witness of the Department of State, the Deputy Assist- 
ant Secretary of State for Economic Affairs, Mr. Kalijarvi. 

I thought you ought to know how I feel about these matters even 
before you start to talk. 

Mr. Katisarvi. There can be no question in my mind about how 
you feel. 
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STATEMENT OF THORSTEN V. KALIJARVI, DEPUTY ASSISTANT 
SECRETARY OF STATE FOR ECONOMIC AFFAIRS, ACCOMPANIED 
BY THOMAS C. M. ROBINSON, ASSISTANT CHIEF, INTERNATIONAL 
RESOURCES DIVISION, OFFICE OF INTERNATIONAL TRADE AND 
RESOURCES BUREAU OF ECONOMIC AFFAIRS, DEPARTMENT OF 
STATE 


Mr. Kauisarvi. Mr. Chairman and members of the subcommittee, 
Resolution No. 85 and Resolution No. 86, both introduced in the Ist 
session of the 84th Congress, have much in common. The Department 
therefore thinks it appropriate to discuss them together. 

Resolution No. 85 is directed toward the creation and operation on 
a businesslike basis of a world food bank, with the nations having sur- 
plus food stocks depositing such stocks in the bank, to be withdrawn 
by other bank member nations in their times of national emergency. 

Resolution No. 86 has some similar features but is more compre- 
hensive. It looks toward a reserve which would encompass raw ma- 
terials, agricultural and nonagricultural, as well as foods, and includes 
umong its purposes an effort to moderate the extent of upward and 
downward movements of prices for commodities. 

Both of these resolutions propose that negotiation be undertaken 
with a view toward intergovernmental agreement for the establish- 
ment and operation of new international institutions to administer 
the programs envisaged. 

The broad objectives of both resolutions, to raise living standards 
and foster economic and social development, are highly commendable, 
in the view of the Department of State. However, there are problems 
connected with the institutions proposed, involving questions whether 
such institutions could make an effective contribution to the purposes 
in view. The Department wishes to present to the committee its com- 
ments on certain aspects of the negotiations suggested and wishes to 
call attention to considerations of costs, financial and otherwise, which 
seem to be involved. 

EXISTING PROGRAMS 


The United States already has action programs which are seeking 
to accomplish the purposes of these resolutions, except for that part 
of Resolution 86 which is directed toward widespread international 
regulation of commodity prices in world markets. The Department is 
concerned that the means relied upon shall be effective. There is 
danger that parallel efforts might take a form which would be in- 
capable of constructive accomplishment, but which might interfere 
with existing programs. 

The United States already has comprehensive programs for assist- 
ing in the relief of distress, fostering economic and social develop- 
ment, and disposing of surplus agricultural commodities at home and 
abroad. Some of these disposals of agricultural commodities are 
being made as gifts but most of the export disposals are being made in 
the form of sales. Sales for foreign currencies under title I. of Public 
Law 480 allow for a variety of uses for the currencies. A substantial 
part of this currency is to be used for loans to promote economic. 
development. 
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Senator Humpnrey. At that point, may I ask you this 
Mr. Kauisarvi. Yes. 


USE OF LOCAL CURRENCY FROM SURPLUS SALES 


Senator Humpurey. You say, “a substantial part of this currency 
is to be used for loans to promote economic development.” 

Has it been used ¢ 

Mr. Kauisarvi. No, because the programs, that is, that phase of the 
program has not come into effect as yet. 

Senator Humpurey. Why not? Public Law 480 has been in exist- 
ence since the 83d Congress. 

Mr. Katisarvi. That is perfectly true, but the use of currency fol- 
lows the delivery of goods and the delivery has begun and the use of 
the currency has to follow and has not, as a matter of fact, come into 
effect as yet. 

Senator Humpurey. Are you saying, in other words, that the de- 
livery of goods has only recently been 

Mr. Kauisarvi. May I call upon Mr. Robinson here. 

Senator Humpurey. Bring anybody you would like with you. 

Identify yourself for the record, please, with your name. 

Mr. Rosrnson. My name is Thomas C. M. Robinson, Assistant Chief 
of the International Resources Division in the State Department. 

Senator Humpnrey. You heard my question. 

Mr. Roprnson. Yes, sir; I did, Senator. 

The volume of shipments under title I, Public Law 480, has acceler- 
ated during the last year and a half, during which the program has 
been in effect. 

Senator Humrnrey. That is the sales part. 

Mr. Rosrnson. The sales part for local currencies. 

Senator Humpnrey. All right. 

Mr. Rosryson. The use of the currencies has to follow the delivery 
of the goods. About 48 percent of the local currency which has been 
or will be generated under agreements already in effect has been ear- 
marked for economic development loans. The volume of actual cur- 
rency which has been loaned to the recipient countries is considerably 
smaller, due to the fact that the heaviest shipment is now taking 
place 

Senator Humpurey. In other words, isn’t it true that you have made 
more agreements in the past 90 days than you did in the preceding 
365? 

Mr. Rosrnson. I think perhaps the period is slightly longer than 
90 days but the heavy volume has been since the first of this calendar 
year. 

Senator Humpnurey. Since about the first of January ? 

Mr. Roprnson. Yes, sir; the time taken in making arrangements—— 


BEGINNING OF PUBLIC LAW 480 OPERATIONS 


Senator Humpurey. What causes the delay? I recall Public Law 
480, in fact I had a bill in similar to it, and was on the committee when 
we got it passed. I recall the passage of Public Law 480, I believe, 
in August or July of 1953. 

Mr. Roprnson. 1954. 
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Senator Humpurey. And it was not until in December of that 
year the Interagency Committee had been established to iron out the 
difficulties between Agriculture and State, is that correct? 

Mr. Rogrnson. It is my understanding, sir, that the Interagency 
Committee was established in September 1954 by Executive order. 

Senator Humpurey. When did it get something done? 

Mr. Kaxisarvit. May I answer that? 

Senator Humpurey. When did it come forward because I read, 
and I have in my office, a clipping from December 1954 to the effect 
that you were still somewhat stymied on a program to outline a pro- 
gram, is that correct? 

Mr. Kattsarvi. I don’t know what is in the clipping but an ad hoc 
Interagency Committee was established before Public Law 480 came 
into being. 

Senator Humpnrey. When did you do something? 

Mr. Karisarvi. An ad hoc Interdepartmental Committee had under 
advisement and made recommendations to the Committee of Agri- 
culture so it was in effect when the law was passed. After passage 
of the law, an operating committee, so-called, was established. The 
problem of delay was the problem of negotiating, developing pro- 
grams and negotiating with the different countries the kind of pro- 
grams that could be entered into. 

Senator Humpurey. I respect, of course, your views on this, but 
my information is that the problem was a problem of negotiation 
between State, Commerce, and Agriculture, right here up until De- 
cember of 1954. Is that not true? Didn’t you have your problems 
there ¢ 

Mr. Kauisarvi. We had our problems but not unusual problems and 
not ones that delayed the program. 

Senator Humpurey. I will look up the record and come back to it, 
because I haye a vivid recollection of it as one of the cosponsors of 
the legislation, a member of the committee. I was very disturbed 
about the delay. 

Mr. Kauisarvi. I would be very happy to have the opportunity 
to discuss this with you, go into it with you, because I was at the focal 
point at that time when it was developing, Senator. 

Senator Humenrey. What was the delay in 1955 in getting the 
program underway on sales / 

Mr. Roginson. Senator, there was no particular delay. Negotia- 
tions were started with some countries as early as July of 1955. Be- 
-ause there normally are a good many problems connected with nego- 
tiation of title I agreements, some stretched out for months. On 
one of the largest agreements, the negotiations extended from October 
of last year until March of this year. In fact, that is the largest 
program to date, with Indonesia. 

In the case of the Japanese agreement, ratification of which in- 
volved the Japanese Diet, the Diet action, as you may have noted, 
occurred only recently. 

Senator Humpnrey. Was that on rice or cotton ? 

Mr. Rostnson. Rice was not involved. 

Senator Humrurey. Was it on cotton? 

Mr. Rogprnson. Cotton was one of the large commodities. 
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COTTON SURPLUS PROGRAM 


Senator Humpurey. I know you had a program here last summer 
of a million bales of cotton. You see our Committee on Agriculture, 
the Eastland subcommittee, had gone into this matter rather exten- 
sively and, as you know, there had been considerable controversy 
between the agencies of the Government and the committee. I hap- 
pened to be a member of the Committee on Agriculture and is it not 
true that your cotton sales program, so-called million-bale program, 
didn’t quite end up with a million bales? There was some delay in it? 

Mr. Rostnson. I am not in position to answer that. That was not 
a program carried out under Public Law 480, as you know. 

Senator Humrnrey. What was it carried out under? 

Mr. Rogrnson. I would prefer to leave this question—— 

Senator Humpurey. Was that under Mutual Security ? 

Mr. Rogrnson. No, sir. 

Senator Humpurey. It had to be under one or the other. 

Mr. Rosrnson. No, sir; because that involved sales for dollars. 

Mr. Karisarvi. Secretary Butz follows shortly and I would suggest 
the question be directed to him. 


USE OF SURPLUSES IN INDIA 5-YEAR PROGRAM 


Senator Humpurey. Are you familiar with the projected program 
for India, for wheat, cotton, and rice? 

Mr. Kaxisarvi. Yes. 

Senator Humrpnrey. Relating to its 5-year industrial development 


program ¢ 

Mr. Roprnson. I believe, Senator, it envisages a 3-year program. 

Senator Humenrey. I mean the Indian 5-year plan. 

Mr. Roprnson. Their second 5-year plan. 

Senator Humpurey. Are you familiar with our tentative negotia- 
tions with India ? 

Mr. Roxsinson. Actually, sir, negotiations have not yet formally 
begun. Some informal discussions have taken place— 

Senator Humpurey. They have not ? 

Mr. Rosrnson. Not yet. 

Senator Humpurey. Not by the Department of Agriculture, either ¢ 

Mr. Rosinson. No. Formal negotiations will be carried on by the 
Embassy in New Delhi and they have not yet begun. 

Senator Humpurey. I was informed by one of my colleagues in 
the Senate, who was chairman of the subcommittee relating to this, 
that there had been a tentative approval of a program in the Depart- 
ment of Agriculture on this and it was presently stymied over in the 
State Department. Is that true or not true? 

Mr. Rosrnson. That is not true. 

Senator Humpnrey. I am glad to get that information because | 
was so informed last week, Tuesday of last week. 

Mr. Rosrnson. It is true that no negotiation instructions have been 
sent to New Delhi, for some very complicated reasons which do not 
involve any bloc ‘king by the State Department. 

Senator Humpurey. Go right ahead. 

Mr. Katisarvr. Shall I carry on ? 

Senator Humrnurey. Please do. 
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PRIVATE AGENCY USE OF SURPLUS 


Mr. Kauisarvi. The United States is also making substantial quan 
tities of commodities available for distribution through private relief 
agencies and through title II of Public Law 480 as “well as through 
foreign-assistance programs, especially under section 402 of the Mu- 
tual Security Act. The determination of the United States to main- 
tain high and rising levels of economic activity is, of course, itself 
an important assurance of good markets for raw materials. 


LIMITATIONS ON SURPLUS DISPOSAL 


The scale on which the existing or proposed commodity programs 
‘an be conducted constructively is subject to practical limitations other 
than the absolute capacity for consumption. It is important to avoid 
displacement of normal] trade. The production and sale of commodi- 
ties entering into normal trade on a commercial basis is an important 
means of livelihood for a large part of the population of the world. 
It is important that careful consideration be given to the effect of 
governmental commodity programs on the earnings of people engaged 
in commercial production and marketing. 

Earnings from the commercial pr oduction and marketing of com- 
modities make up all or most of the income of hundreds of millions 
of people throughout the world. These earnings are vital to whole 
nations in terms of general employment, national income, ability to 
support economic development and defense, and in respect to tax 
revenues and necessary earnings of foreign exchange. Serious im- 
pairment of these earnings or the opportunities for their growth could 
have adverse effects of great gravity. 

Such impairment would be threatened if commercial suppliers were 
deprived of their usual markets by the introduction of noncommercial 
supplies which displaced normal trade through the use of subsidies or 
other means usually considered in the category of uneconomic or un- 
fair competition. This would not be the case, of course, if the non- 
commercial supplies only satisfied additional consumption which would 
not otherwise have occurred. This would be extremely difficult to 
assure if noncommercial stocks were being disposed of in world mar- 
kets on a seale beyond that which has been attained by existing gov- 
ernmental programs. [Except in cases such as famines or balance 
of payment crises, this assurance is usually dependent upon the pro- 
motion of economic development on a broad scale, involving a con- 
siderable input of resources additional to the commodities, as well as 
much time and planning. 


PRIVATE AGENCY USE OF SURPLUSES 


Senator Humrurey. May I ask this question at this point: Did the 
ICA or the State Department give the private relief agencies all the 
money that these agencies felt they needed this year and next to 
ship these surpluses’ 

Mr. Rorrnson. Ultimately, they got all the money that they needed, 
and they have so admitted. There was a period when they were not 
sure they were going to receive all the money they needed for shipments. 

Senator Humpurey. Why was that? 
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Mr. Roprnson. A matter of allocation of funds within the ICA, 
and 

Senator Humpnrey. The new agricultural bill also makes substan- 
tial sums of money available for overseas shipments of goods. You 
are familiar with that? 

Mr. Rostnson. Yes. 

Senator Humrnrey. Both Senator Clements and myself have spon- 
sored two amendments, along with other Senators, one to convert 
the processed raw materials so that they are edible and usable, and 
the other one to pay overseas shipment costs of relief supplies for 
the agency; right ? 

Mr. Rogrnson. Yes, sir. 

Senator Humpurey. Also, the Secretary has made available from 
our stocks, our surplus stocks, the material or the food and fiber. 

Mr. Rosrnson. Without limitation as to quantities, Senator. 

Senator Humpurey. Without limitation, that is correct. There was 
some delay in getting that properly processed ; is that true ? 

Mr. Roprtnson. There was also a time, until December of last year, 
when the food grains were not eligible for distribution under title ITT. 

Senator Humpnrey. Yes. Now, those are eligible and also the 
processing if the President signs the farm bill, the packaging and 
processing of those in usable forms will be made available as a new 
part of the program. 

Mr. Rorprnson. Yes, sir. 

Senator Humpnrey. Go right ahead, sir. 


OBJECTIONS TO WORLD FOOD BANK PROPOSAL 


Mr. Katrsarvt. A World Food Bank such as proposed in resolution 
85 would therefore be faced with very serious problems which the 
Department believes would be unmanageable. Even if it is assumed 
that a number of governments might be willing to deposit stocks of 
commodities under the control of an international institution, that 
institution would have the problem of distinguishing temporary na- 
tional emergency needs from the case of basically low consumption 
levels related to low levels of economic development. Food supplies 
furnished to relieve temporary famine conditions would ordinarily 
need to be gifts. Eventual payment might be possible for supplies 
made available in conjunction with broad development programs 
designed to increase productivity and stimulate consumption suffi- 
ciently that the supplies would not merely displace ordinary trade. 
Such loan and repayment operations would be difficult to administer, 
however, and particularly for an international organization. There 
would be danger of duplication and overlapping of existing programs, 
with resulting confusion even if the danger were fully recognized. 
Adequate coordination would be complicated and difficult to achieve. 
It is hard to visualize how an operation of this nature could be 
“businesslike.” 

Senator Humrnurer. I hope you don’t mind this interruption. 

Mr. Kautsarvr. Not at all. 
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DIFFICULTIES EXPLORED 


Senator Humpnrey. These are assertions, not necessarily statements 
of fact but assertions. This kind of statement was made relating to 
the soil bank. This language is almost identical to the language I 
received on September 30, 1955, to the domestic soil bank from the 
Department of Agriculture. In other words, there would be duplica- 
tion, overlapping, it would not be businesslike, it would be unmanage- 
able, costly, everything, everyone of these things were said about the 
very thing now that we have in law, that if and when the President 
signs this farm bill which ultimately the administration supported, 
three such opposition statements are on record now in the committee, 
the Committee on Agriculture and, ultimately, they said: “Well, it can 
all be done.” 

Of course, everything is difficult, don’t misunderstand me. I realize 
it was difficult to set up a World Bank, the International Bank for 
Reconstruction. 

The President, apparently, does not find it too difficult to set up an 
international agency for the use of atomic energy. 

Now, isn’t it just as difficult to allocate those supplies? Isn’t it 
just as difficult to have businesslike methods for the peacetime devel- 
opment of atomic energy on an international basis as it would be for 
food? What is the difference ? 

I can see these words, and I can hear these words, but I want to ask 
specifically, when you say: “Such loan and repayment operations 
would be difficult to administer, however, and, particularly, for an 
international organization.” Why? 

Mr. Kauisarvi. Well, for one thing, the different forms in which the 
repayments would be made. They would be difficult to equate, there 
would be problems as to devaluations of currencies. 

Senator Humpurey. Any more difficult for an international body 
to do that than for our own Government to do it ? 

We have to convert currencies all the time when we have to make 
these negotiations bilaterally. 

Wouldn’t we be able to pool this genius to do these things bilater- 
ally and lend some of our experts to an international agency / 

Would it be much more difficult on an international basis than it 
would be on a domestic or a national basis ¢ 

It is difficult when you deal in a multitude of currencies, in a multi- 
tude of markets and a multitude of problems relating to those markets, 
but you have already said that we are already doing this. Are you 
saying that we are so much smarter in international trade than anybody 
else? I gathered that we are not. Those British are pretty sharp, 
and the Dutch, Belgiums, Norwegians, Danes, and Swedes; they have 
been living by their wits on international trade for years. 

Maybe it would be a good idea to bring them into an international 
agency and pool that brainpower. What would be more difficult 
about. it? 

_ Mr. Katuisarvi. May I turn that question to the expert again, 
Senator ? 
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Mr. Rostnson. I lay no claim to expertise in this field, because, 
actually, no international agency has ever administered this sort of 
an operation. I think one difference between the United States Gov- 
ernment accepting repayment in nonconvertible foreign currency and 
such a World Food Bank or World Food Reserve accepting payment 
in nonconvertible currency is that we do have certain uses for such 
currencies at the present time, as we have diplomatic missions in the 
various countries, and we can spend those currencies there, where 
otherwise we would have to spend dollars. 

Now, countries which are on a food-deficit basis anyway are not 
exporting foodstuffs, and it might be difficult to make payment in any 
form which would be acceptable to a World Food Bank; they have 
no food to contribute, and may not be able to contribute a currency 
which, in turn, could be converted into food 

Senator Humpnrey. In other words, you are assuming that every 
emintry would be a participant in this? 

Mr. Rosrnson. I am assuming, sir, that the countries which would 
have the most need for a World Food Bank, would be the first 
borrowers—— 

Senator Humpnrey. The borrowers? 

Mr. Rorrnson. Yes. 

Senator Humpurey. The only reason anybody would want to bor- 
row anything is because they have a deficit of that. 

Mr. Rorinson. Yes. 

Senator Humpnrey. You don’t lend money, for example, to people 
who have a surplus of it. 

Mr. Ropinson. Right. 

Senator Humpnrey. So, the whole purpose of borrowing, is for 
people who are in need. 

Mr. Rostnson. I think the point which Mr. Kalijarvi was making, 
sir, is that the distinction between lending and giving would be a 

rather murky one, and rather hard to implement. 

Senator Humpnrry. I would say that that is true, and I think that 
that isa valid observation on this. 


DUMPING VERSUS MULTILATERAL SURPLUS DISPOSAL 


However, my idea of this kind of an international food and fiber 
reserve, as Senator Murray said, is not to deny the opportunity to 
a I think the question we have to face in this resolution basically 

: Is it better for American foreign policy to be utilizing its own food 
“id fiber reserves or surpluses, unilaterally, thereby taking the brunt 
of an attack from every country that is an exporter. There isn’t a 
single exporting country that isn’t deeply concerned about our so-called 
dumping policies. I don’t think we are doing much dumping, but 
they do. 

I have a neighbor across the street who thinks we are dumping. 
In every one of the Embassies in Washington, from Denmark, Nor- 
way, Sweden, Switzerland, Belgium, England, France, Australia and 

New Zealand, they are worried about our so-called dumping programs 
of our so-called surplus commodities. 

Mr. Rogrnson. Most on our list are, Senator. 

Senator Humrurey. I have talked, without exception, to representa- 
tives of all of these countries about it. They are very worried. That is 
why it is difficult for our State Department to negotiate, because the 
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State Department does not want to permit a deterioration of market 
conditions due to the so-called dumping of American surplus com- 
modities. 

Therefore, it seemed to me that the one way to get away from this 
awful burden of constantly being held responsible for this is to pool 
our surpluses with an international agency. That international 
agency could take that responsibility. An international agency would 
permit the responsibility to be shared. The advice and counsel of 
the various countries that are now concerned about the United States 
of America and its policies would remove this “Albatross” from 
“around our necks” and permit the international agency to grapple 
with this problem. 

Mr. Roprnson. Senator, may I ask a question to see if I understand 
quite what is involved here? 

Are you suggesting that if negotiations contemplated by these reso- 
lutions were carried out successfully, then Public Law 480 would be 
rescinded ? 

Senator Humpnrey. No, no. I am not because you would still be 
able to have your bilateral or unilateral—unilateral act or bilateral 
agreement, just as we have under point 4. I never have suggested, for 
example, that our own point 4 program be done away with, but I am 
suggesting alternatives. I am saying, for example, that if you get into 
a situation, let us say with butterfat, where the New Zealanders and 
the Danes are deeply concerned about our policies, that you can always 
say to the other country that is interested in negotiations, “Look, 
there is another bank to go to, you don’t have to come to the First 
Bank of the United States, you can go to the Last International Bank 
of the U. N. and make your loan there, make your purchase there.” 

I think we have advantages of multilateral approach to figure our 
ways and means of how to do the right thing internationally without 
being attacked because of our so-called disposal policies. I am one of 
those who are somewhat sympathetic with the State Department bur- 
dened with the problem of disposal of our surpluses. Unilaterally, 
these bilateral agreements have put us in real trouble in some areas of 
the world, and you know what the domestic pressures are here to dis- 
pose of the surpluses. 

The domestic pressures are revealed in the Department of Agricul- 
ture; the international responsibilities are revealed in the State 
Department. It would seem to me that the administration would wel- 
come the opportunity to establish an international agency that would 
take into consideration the multitude of problems around the world 
and share that responsibility. 

Also, may I say, wouldn't it be a good idea to be able to have an 
international agency, and say to the Soviet Union: “Now you fellows 
talk big, why don’t you put up. You are constantly talking about 
what you are doing or going to do for all of the countries of the world. 
We are willing to put into an international agency 750 million bushels 
of wheat as our commitment. Are you willing to put up half of that 
much ?” 

You can say to the international agency, itself: “We are willing to 
commit 5 million bales of cotton, and 750 million bushels of wheat, and 
so many thousand pounds or tons of fats and oils.” 

“And, now, this is what this great United States is willing to do: 
How about you, Mr. Soviet, Mr. Kremlin, are you willing to stop 
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talking and put up the goods? We are willing to take our chances 
through an international agency on which we have but one vote. We 
are willing to use our foods to stabilize world markets, to relieve hun- 
ger, to promote economic development. Now, what are you willing to 
do?” 

Today, what we are really doing is saying that we will do it in- 
dividually. We are constantly doing it ney and I may say 
that we are doing quite a creditable job of it lately, but I think I am 
fair when I suggest that there might be possible serious diplomatic 
problems under the bilateral arrangement 

Mr. Roprnson. Yes, sir. 

Senator Humrurey. All right. 

Mr. Katisarvi. I would like to make two comments, if I may, Sen- 
ator, before I go on with my reading. 

First, that Public Law 480 writes in the safeguards itself, in the 
introductory legislation. 

Senator Humpurey. Yes. 

Mr. Kanisarvi. And the second is that our difficulty will not be 
resolved by transferring these stocks to an international agency. You 
would still have the sort of limitations that we confront with respect to 
Burma and rice. You would still have a tremendous stock of wheat 
on hand. 

Mere transferring of these stocks to an international agency will not 
necessarily mean the relief that is sought. 


POOLING WORLD’S FOOD RESOURCES 


Senator Humrurey. I do not think it would necessarily mean it, 
It has the advantage of not only pooling the reserves of food and fiber, 
but of pooling the brainpower. I am yet unconvinced we are the 
sharpest traders in the world nor have we a monopoly on all of the 
know-how of how to get along along with people. 

For example, instead of Burma having to make a barter arrange- 
ment with the Soviet on rice, which they did, it might be possible 
for her to make her contribution to an international food bank, or 
food and fiber reserve, and in that way conduct their negotiations with 
that agency rather than the Soviet. 

We are finding ourselves today in a mad race between the United 
States and the U.S. S. R. The classic example is the Aswan Dam, 
where there is a kind of political blackmail going on. 

I think that the sooner we get out of this rat race and get into a 
legitimate, orderly, sensible, respectable institution such as an inter- 
paienn agency to meet these problems, the better off we are going 
to be. 

All the Soviets have to do is to have that extra card under the table 
and constantly raise the bets if they do not produce when you call their 
hands; no one is surprised. 

If we do not produce, however, we are looked upon as having made 
a very nefarious game of world politics. 

It is unfortunate that that is the situation, but we, you and I, 
know it is so. We must become internationally better than the men 
of the Kremlin. 

Also, I am not at all sure they cannot produce, As a matter of 
fact, I think they may be quite able to deliver on the commitments 
that they are making. 
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The testimony we have received recently in executive session and in 
public testimony in the Foreign Relations Committee indicates that 
there seems to be little or no doubt in our Government now that the 
Soviet can deliver. We are getting ourselves into a power fight be- 
tween the U. S. S. R. and the United States of America with other 
little nations, standing out here on the sidelines saying, “Let’s see 
what these giants are willing to bid.” 

In the process of doing it, we may wreck world markets. As one 
European said to me, “When you Americans get a cold, we catch 
pneumonia,” because of the impact of American power and economic 
influence on the market. And we know that American trade policies 
can literally send the market into a tailspin; do we not? 

Mr. Katnisarvi. We certainly do. 

Senator Humpnurey. That is why your job is so difficult in the State 
Department. When domestic pressures at home here on metals, min- 
erals, or foodstuffs are applied to help the domestic picture, we throw 
the whole international economic structure into fits and into gyrations. 

Therefore, your responsibility is a very sobering one, and I am 
sympathetic with you, as you know I am, about this. 

Mr. Karryarvi. I appreciate that. 

Senator Humpnrey. But I want to say I have come to the conclusion 
firmly that we have to move into these international bodies, and I 
am seeking the same kind of drive and determination to work in inter- 
national organizations that we are doing bilaterally. 

It is my considered opinion this is what we have got to do. 

Mr. Karisarvt. There is no difference in our objectives. The differ- 
ence lies in the implementation of those objectives, Senator. 


OTHER DIFFICULTIES WITH A WORLD FOOD BANK 


The types of withdrawals of foods suggested are such that the re- 
sources of the proposed world food bank could not be expected to be 
maintained, despite the references to repayments. Some withdrawals 
would be gifts, and repayment in other cases would be uncertain. 

In the absence of continuing contributions of commodities or money, 
the institution would face the prospect of a declining and disappear- 
ing ability to supply commodities. 

It would be difficult, if not impossible, to prevent the withdrawals 
from the international reserves from displacing normal commercial 
marketing in substantial degree. 

The managerial problems involved in the acquisition, storage, rota- 
tion, and disposal of large and varied stocks are great, as national gov- 
ernments have found. They are not necessarily impossible of solution 
by an intergovernmental organization provided sufficient time and 
effort were devoted to solutions, but the costs and the complexities 
should not be underestimated. 


PRICE FIXING UNDER SENATE RESOLUTION 86 


The international food and raw materials reserve contemplated in 
Resolution No. 86 would have the additional problem of determining 
the levels at which upward or downward movements of market prices 


should be checked. 
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This is an enormous responsibility. Unless the responsibility were 
exercised with extraordinary wisdom and unprecedented objectivity 
and foresight, there would be danger of vast distortions of the world 
economy. 

The plan would invite a broad extension of direct controls over prices 
of commodities in world markets. Prices and market opportunities 
would be greatly affected. It is not at all clear that the combined 
interests of the nations affected would be benefited by the prices 
resulting from these administrative decisions in preference to the 
prices which would have evolved in relatively free markets. 

Senator Humpnrry. I know that—I read the statement there, and I 
have heard you. I would like to have you point out to me in the 
resolution where there is any such requirement. 

Mr. Katisarvi. The question of prices 

Senator Humpurey. Is mentioned. 

Mr. Katisarvi. Yes, sir; and the governing of prices and the con 
trol of prices. 

Senator Humpnurey. Maybe I misread the resolutions, and I surely 
will stand corrected. 

Mr. Kauisarvi. On page 4; this is Resolution No. 86. 

Senator Humpnurey. Yes. 

Mr. Kauisarvi. “(b)”, line 4— 


be developed in a manner that will help to prevent extreme price fluctuations in 
the international market for farm products and other raw materials and keep 
production expanding to meet the world’s pressing need for more food, clothing, 
and other essential supplies. 

Senator Humpnrey. That does not say price controls: it says to be 
developed in a manner that will help to prevent extreme price fluctua- 
tions. This is nothing unusual. This is as American as a dollar bill 
and the Fourth of July. We always have been having programs 
designed to prevent wide fluctuations. 

We have a Commodity Control Act which closes up the commodit 
exchanges in the middle of the day if the prices get out of hand, 
do we not? r 

Mr. Karisarvi. That is perfectly true, but you have something else 
with respect to an international organization. You have a control 
here in the United States which is subject to direct regulation by the 
United States, and immediately responsive to it. 

Senator Humpurry. Yes. 

Mr. Kauisarvi. But on an international basis, you would develop 
something of an organization of a multilateral nature as a result of 
negotiation. 

Senator Humrurey. Correct. 

Mr. Kaxisarvi. And your project could get out of hand before you 
could reach a conclusion as to what you ought to do. 

Senator Humpnrey. Well, I think that is to presume or to assume 
that the governing body of such an international agency would be 
incompetent. I do not think this means that you set prices or contro: 
prices. 

What it means, for example, is if there is a world situation of a 
shortage of supplies, of available supplies, and the speculators are 
holding back the goods until they can extract the last nickel, that in 
that kind of a situation the international food and fiber reserve might 
very well make available some of the stocks and supplies that it has 
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There is nothing wrong with that. L have never believed that just 
because somebody controls a large stock of food and a lot of people 
are hungry, that you ought to make them pay through the nose. I 
refuse to have my Government endorse such a shilosophy. 

Mr. Kauisarvi. Well, perhaps refinement of language might take 
care of the problem, Senator, here, But the kind of ‘thing we are con- 
fronted with here is a constant request for participation on the p art 
of the United States in international commodity agreements whose 
purpose would be the regulation of prices and oRE ee control of prices, 
and would lead us into a whole series of problems that we would find 
very, very difficult to handle. 

And it is with that kind of background in mind that I am testify- 
ing this morning. I think this is one place where the langauge should 
be very carefully looked at. 

Senator Humpurey. In other words, your experience up to date is, 
there is constant pressure from other countries for international agree- 
ments on prices? 

Mr. Kauisarvi. That is right. 

Senator Humrnrey. For example, the wheat agreement ? 

Mr. Karisarvi. Well, the wheat agreement is one that constitutes 
an exception because of its acceptability, but there is the kind of prop- 
osition with respect to rubber that has been made, with respect to 
various kinds of minerals, and that is the nature of the problem. 

Senator Humpenrey. That is where we are an importer ? 

Mr. Kanisarvi. Where we are the consumer. 

Senator Humpurey. Where we are the consumer ? 

Mr. Karisarvi. Where we are the buyer. 


PREVENTING EXTREME MARKET FLUCTUATIONS 


Senator Humpurey. May I say, the appetites of mankind are 
pretty universal, When the B ritish have control of the rubber, they 
like to have us pay all they can get. When somebody has control of 
tin, they like to make us pay all they can get. 

We have witnessed the fact that the American taxpayer was taken 
to the cleaners here in the early part of the Korean war before the 
Congress stepped it on this tin business. 

Mr. Kauisarvi. That is right. 

Senator Humpurey. Why? Because somebody said, “Well, this 
sacrosanct private market shall be permitted to operate without any 
regard to the needs of the world, and be paid”—I do not recall, but I 
think I am fairly accurate—about a billion dollars or more, or much 
more than that, as I recall. 

That is where a market can get completely out of hand. When these 
underdeveloped countries are in the process of economic development, 
their whole program can be destroyed by market fluctuations. 

Mr. Kaxisarvi. Oh, yes. 

Senator Humpurey. And who benefits?’ The Communists. 

We, in the name of free enterprise, kill our own child, if we permit 
these market fluctuations to go on uninhibited. That is all they need. 

For instance the Indian Government in the next 5-year plan will be 
the victim of unrestrained inflation, if they have inadequate food 
supplies. If they pay rupees to 8 million more workers on their big 
projects and there is no rise and no wheat, what happens to the price of 
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rice and wheat? It goes sky high. So the industrial development is 
literally stymied and killed by the impact of domestic inflation. 

There is only one way to hold down that inflation effectively. No 
amount of price control will hold it down; we found that out here in 
the United States. 

We have to have the supply to meet this new purchasing power that 
comes from people at work. The Indian Government is apparently 
going to print up the money to pay the rupees, but the rupees will be 
meaningless in value unless there is rice and wheat and cotton. 

It seems to me we have a great stake in this, a tremendous stake, and 
it seems to me here is where an international program, along with 
Public Law 480 has a role to play that is more important than all the 
guns and all the bombs that we can create. 

I feel so strongly about this. What are we sending food to Spain 
for? Everytime we go and put a new base in a country, we have got to 
bail them out economically, because the minute we start throwing the 
dirt around over there and putting in these runways and putting up 
these barracks, people get jobs; and when they get jobs, they get 
money; and when they get money, they want to spend it, and they 
cannot spend it because there is nothing to buy. 

We are now negotiating agreements with Spain for food, not really 
to lift the standard of living in Spain, but to stabilize the economy, so 
that, in the name of defending Spain and the free world, we do not 
destroy it while building a base for its defense. 

That is the purpose, as I see it, of the food bank, and I am glad to see 
that now we recognize this more. But it has surely been a long time 
coming. I have really had a stomach full reading about these sur- 
pluses. 

Mr. Karisarvi. Well, we have had to live with them, too, Senator. 

Senator Humpnurey. I do not think it is any more difficult to live 
with food surpluses than it is to live with a bank balance. I have 
lived with too little food and too little money. I prefer the other. I 
like to see the pantry full, and I like to see a big surplus rather than 
a deficit in my bankbook. 

For the life of me, I have never been able to understand why our 
country finds itself in trouble simply because it has money and food. 

It is because we are not using it right or we are not using it to the 
advantage of many people. 


DIFFICULTIES OF INTERNATIONAL CONTROLS 


Mr. Kauisarvi. Neither is it clear that these international controls 
would be generally superior to market forces in determining the quan- 
tities and qualities of commodities which should be produced. 

Great uncertainty would be introduced into world markets when 
they became dependent on the administrative decisions of an interna- 
tional agency. This could impede seriously the accomplishment of an 
increasingly effective employment of resources which is desired 
throughout the world. 

Widespread controls over commodity prices could introduce rigidi- 
ties in markets and distortions of production which might well inhibit 
new private investment in the production of the commodities in- 
volved. 
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The reference in Resolution No, 86 to “assurance of expanded pro- 
duction” indicates a recognition that disposals from the reserves could 
discourage commercial producers, but this reference implies that the 
reserve stocks might grow continuously or become more or less per- 
manent; depositories for uneconomic output of commodities. 

The possibility of establishing international institutions such as 
the proposed food bank or materials reserve has been discussed in 
various international meetings over a period of years. Considerable 
information has become available in this way regarding the willing- 
ness and ability of various countries to participate. 

As a practical matter, the Department of State does not believe 
than an agreement could be negotiated under which other govern- 
ments would obligate themselves to contribute any substantial amount 
of commodities or other resources to an international agency such as 
the proposed bank or reserve. 

Senator Humpurey. Do you have available at this point any of the 
resolutions or statements of other organizations, such as Food and 
Agriculture, World Health, on this? 

Mr. Katisarvi. They are in the iter of being prepared, and 
within a very few days will be available, if the chairman would like it. 

Senator Humpnrey. We will, of course, hold this record open. 

Mr. Katisarvi.: Yes, sir. 


MEMBERSHIP OF WORLD BANK 


Senator Humpnrey. Secondly, you are not of the opinion, are you, 
sir, that all nations would be required to make a contribution? Is it 
not the purpose here that only those that find these surpluses to be 
a difficult problem would make contributions? 

Mr. Katisarvi. I would read your resolution as not all-inclusive, 
and, therefore, I would imagine it would not include all the countries. 

Senator Humpnrey. Whatever there were. There are some nations 
which have surpluses, and some which do not. 

The language of a resolution is only a guideline; it is not at all 
definitive, as Fuss it. The purpose here would be to say there is an 
international agency to which you can go in case you do have, in any 
one crop year or over an extended period of time, surpluses which 
become a difficult matter for you to handle domestically. 

We have a problem here at home, gentlemen, and let us faée up to it. 

I am on the other side now, on the Committee on Agriculture. You 
cannot tell the American farmer to keep cutting back his production, 
not if you want any farmers. You just cannot do it. That is why a 
lot of the farmers today are not going to participate in the soil banks, 
because there gets to be a point of diminishing returns, 

You cannot do that any more than you can go over to General Mo- 
tors and say, “Well, now, you just cut back 50 percent,” and have every- 
body at work. 


FUTURE GROWTH OF WORLD MARKET 


Mr. Kaxisarvi. Well, Senator, I think on that particular point we 
have discovered that there is a limit to what the American market 
will take in the nature of agricultural commodities. 

Senator Humpurey. Correct. 
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Mr. Karisarvi. And I am sure there is a limit to what the interna- 
tional market. will take. 

Senator Humrpnurey. What is that limit? Do we have any idea? 

Mr. Katigsarvr. I am not sure. 

Senator Humpnrey. Is it not true this is something like the argu- 
ment we constantly have in inventions? For example, I do not mean 
this to be critical of any group, but every time we. have proposed a 
water route in the United States, the railroads have said “This will 
bankrupt us.” They fought the Panama Canal as if it was the plague 
of the Middle Ages. It was going to reduce their income. It was 
going to thwart them. 

Actually, what we ought to be thinking about is not what we have 
in the world today, because if the world is going to be like it is today, 
then we are already lost. We ought to fold up our tents. 

We have to be thinking in terms of what would happen if the people 
from Indonesia, for example, Burma, Thailand, Vietnam, India, 
Pakistan, could have a $50 per capita income increase, what would be 
the potentialities of market ? 

Mr. Kauisarvt. It would be tremendous. 

Senator Humpurey. It would be tremendous, but they must have 
some help during the process of moving toward it. 

I think that the market possibilities are unlimited. 

I remember hearing in the thirties that if we ever reached $80 billion 
a year national income, that was it. I heard speakers say we had 
already had the best years of our lives. Those people are forgotten: 
I cannot even remember their names. 

I remember when Henry Wallace talked about 60 million jobs they 
thought he was insane; and when Roosevelt said we could have 50,000 
airplanes, they thought he was mad. 

Well, of course, the only people who were insane and mad were 
their critics. They had no vision. 

I just cannot believe, for example, that we are even contemplating 
what is going to happen in terms of food consumption in this country 
by 1975, when we will have 220 million people eating mere. 

Mr. Kauisarvi. I have said that I did not know the limit on the 
capacity of the world to consume, on the matter of exporting our 
products abroad. 

I think what you have today and the next year, perhaps the next 
2 or 3 years, will be quite different from what you will have in 1980 
or 1985, 

I think, too, one of the problems that we have is not only the problem 
of the kind of obstacles we run into when it is a trading proposition, 
but also the agricultural policies of other countries, el are limi- 
tations upon these things. 

That is, from the practical foreign-relations standpoint, I think 
there is a limitation upon how much we can export abroad. How much 
that is, I am not prepared to say. 

Senator Humpnrey. I would surely accept that.statement. There 
are practical, day-by-day, year-by-year limitations, and the reason 
for this colloquy is that people in A vs have strong feelings on 
this subject, and I have strong convictions. 

Mr. Kauisarvt. They do. 
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OPPORTUNITIES FOR SURPLUS DISPOSAL 


Senator Humpurey. I do not think we realize what an important 
adjunct to the economic development of other countries the food and 
fiber reserves of the United States, or any other surplus-producing 
country are. 

These countries want to be industrialized if it has to be done in 
the way the Chinese and Russians are doing it. 

There is no use of our saying, “Well, you ought not be industrial- 
ized,” because they are going to be, just exactly as the neighbors keep 
up with the Joneses. 

There is no use saying, “You can’t afford it.” They are not inter- 
ested in our admonitions. If most people did just what they could 
afford, they would be, many of them, still living in tents. 

We generally do things we cannot afford, and then get busy and 
start paying for it. It is like the older generation admonishing the 
younger; the latter always say you are old-fashioned. It does not 
make any difference what you tell them, they are going to go ahead. 

These nations are going to industrialize, and the question is, in the 
process of industriahzing, with limited food and fiber supplies, will 
they be able to industrialize with the processes of freedom, or will 
they industrialize with the processes of totalitarianism? The totali- 
tarian will solve the food deficit problem all right, by letting them 
starve, as they are doing in China right now. When they want a steel 
plant, if it means another million people go, that does not bother them 
a bit. 

But it bothers us. We cannot go to church on Sunday and read the 
Old and New Testament and not be concerned. We have the benefit 
of those great, immortal words and eternal teachings, and we not only 
have the benefit of them but they also place upon us a tremendous 
responsibility. 

I think we have to keep these in mind as we talk about political 
matters. 

I do not underestimate your difficulty, sir, in saying that these are 
matters that have limitations, year by year. I do not think we get 
very far by just planning year by year. 


FUTURE PLANNING FOR DISPOSAL 


I heard the President say we ought to have long-term economic aid. 
Now, that is just a statement. 

What Eiuaagtarey wants to know is, what do you mean by long-term 
economic aid? Just long-term commitment of dollars, or does this 
involve some long-term plans that we can really sort of visualize? 

Does it involve long-term production schedules in our own country 
to meet, these things? 

I think there has just been talk. I do not think we really have got- 
ten down to cases, because long-term economic aid abroad involves 
long-term planning at home. 

For example, there is a drought right now underway in about 10 
or 12 States in the United States of America, a very serious one, in 
western Minnesota, South Dakota, parts of Iowa, the big food basket. 

I have been through a drought, T dineiee what they mean, and they 
are terrible; there is human suffering and economic Joss. 
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But we have been going willy-nilly along, figuring that we have 
got so much food supply. It may be that after this year, a lot of this 
supply will have been needed to just take care of the drought. 

I had a man call me yesterday afternoon who told me that unless 
emergency food supplies were gotten into a certain area, there would 
be a major run of cattle sales and depress the cattle market; that he 
could not feed his cattle any more. He needed food supplies for his 
cattle. 

Here in the United States, by a long-distance telephone call, I was 
told this, and I was on the phone a long time with him. 

If this continues, and that is only a case in point, then our long- 
term plans are not very good, either, because we ought to be planning 
as to what we are going to be able to do in terms of fulfilling long- 
term commitments. 

Mr. Kaxiszarvi. Mr. Chairman, we make no claim to perfection. 

Senator Humeurey. Nor dol. I am just talking out loud with you. 


ADMINISTRATIVE PROBLEMS UNDER SENATE RESOLUTIONS 85 AND 86 


Mr. Kauisarvi. Any international agency having the responsibili- 
ties proposed for the bank or the reserve would be confronted with 
tremendous problems of administration. The inherent difficulties of 
managing such programs would surely be increased by the multiplicity 
and conflict of interests represented through a large number of par- 
ticipating governments. 

he Department believes that the foreseeable failure of an effort 
to negotiate international agreements along the lines proposed would 
open the door to a desire by other countries for a direct voice in the 
disposition of the agricultural surpluses of the United States. 

Senator Humpurey. I am all for it because then we would not be 
held entirely responsible by the Danes and the Belgians and the 
French and British and the Australians, who are our dear friends, 
and the Japanese who we hope will be our friends, and the Germans 
whom we hope will continue to be our friends, for these policies which 
they abhor, and against which, time after time, they fight like the 
plague, as you and I know. 

I feel this is a real opportunity for us to get the monkey off our 
back and let other people share in this, and te permit the United 
Nations agency to have, first of all, the opportunity to use food and 
fiber reserves and, secondly, the responsibility for their equitable dis- 
tribution and use in the market place. 

This is one way to get this monkey off the back of the American 


people. 
DEPARTMENT OF STATE OPPOSITION TO SENATE RESOLUTIONS 85 AND 86 


Mr. Karisarvi. Such an arrangement would clearly not have the 
advantages which were sought in proposing the original negotiation. 

The Department does not believe the existing surplus disposal pro- 
grams of the United States would be made more effective or construc- 
tive in their results by introducing an element of multilateral ad- 
ministration. 

If an addition is to be made to the resources available for financing 
economic and social development programs abroad, the Department 
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believes this can be employed more effectively through an expansion 
of existing programs, avoiding the establishment of a new interna- 
tional institution. 

In view of the existing programs, and in view of the prospective 
heavy cost, negotiating and administrative difficulties, and threat of 
displacement of normal trade and interference with private enter- 
prise connected with the proposed food bank or materials reserve, the 
Department is unable to support Resolution 85 or 86. 


AMENDING THE MUTUAL SECURITY ACT OF 1956 


Senator Humpnrey. What would you think, sir, if we were to add 
a food bank amendment to this year’s Mutual Security Act? It would 
be germane, would it not? 

Mr. Kanisarvi. It would certainly be germane, as far as subject mat- 
ter is concerned, and I think that for winterer capacity the executive 
branch possessed, it would have to oppose it. 

Senator Humpurey. Do you recall that the executive branch op- 
posed section 402 of the Mutual Security Act at one time ? 

Mr. Kauigarvi. I am not sure. 

Senator Humpnrey. I know. I introduced the amendment in the 
committee. The amendment was defeated in committee, because the 
administration came down and testified against it. You may recall 
the situation. 

Mr. Kauigarvr. Oh, yes, I do remember, Senator. 

Senator Humrnrey. Do you recall also that the same amendment 
was adopted on the floor of the Senate with administration support? 
They had gotten confused.. They had given me the original, and gave 
the sponsor on the floor the carbon copy. 

Mr. Karwarvi. I do not remember the details. 

Senator Humpurey. Those are the details. Because, you see, I had 
written to the agency, the Foreign Operations Administration, for 
suggested language, which they provided me, as a service without 
support. 

I offered that suggested language to the bill in committee, and it 
was adopted. After it was adopted, there was a big hullabaloo from 
the departments, and they came on up and said, “We can’t have this.” 

To make the record clear my friend, Senator Knowland, asked for 
reconsideration. The Treasury Department, State, and Agriculture 
said, “We can’t have it.” 

So Humphrey’s amendment was way out there in right field. 

Then we get the bill up here in the Senate. All at once in comes a 
new administration proposal. When I listened to it, I said, “That 
has a strange and familiar ring. It seems like I have heard that lan- 
guage before.” 

So I proceeded forthwith to get the executive transcript of the hear- 
ing, of the colloquy in the committee, which was in executive session. 
There was some doubt as to whether or not I should bring that tran- 
script up to the Senate floor, but I insisted that T should, because I 
said, “I think I have heard that language before.” 

So we got the executive transcript, brought it on up, and the very 
proposal which only 5 days before had been said to be unacceptable, 
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suddenly became a new gem of wisdom and it was proposed and 
adopted in the bill. Identical. 

Would you be willing to make such a shift? You see, I have been 
there before. 

Mr. Kauisarvi. I can’t tell what we would do. 

Senator Humenrey. We will try it, anyway. Thank you very much. 

I want to thank you. I want to say I have great respect for. your 
work. I want you to know my questioning has no relationship at all 
to my personal regard for you and the fine work you have done for our 
Government. 

Mr. Katasarvi. Thank you very much, Senator. 

Senator Humpurey. You indeed are a fine public servant. 


INFORMATION ON PUBLIC LAW 480 REQUESTED 


Before you leave, Mr. Kalijarvi, we will see this is sent over to you 
in a more formal manner, but I would like to have supplied by the 
State Department for the record, the date of passage of Public Law 
480, which is easily obtainable; the date of the Executive order pro- 
viding for the administrative responsibility for the programs required 
by Public Law 480; the date of the first contact by the State. Depart- 
ment with other nations to negotiate sales, and ‘the Department of 
Agriculture; and then title I soft currency sales; and under title IT, 
the donations, to whom, and how much, and dates; and also the date 
of the first agreement signed, along with the date of the first negotia- 
tions; the date of the first shipment under Public Law 480; the date 
of the first payment under Public Law 480. 

And it would be interesting, finally, to get a compilation of the 
transactions which have been successfully negotiated since January 1, 
1956, as compared to totals negotiated from August 19-September 
1954. 

Mr. Kauisarvi. I will be glad to supply them for the record. 

Senator Humpnrey. Thank you. We will see. that, the c@mmittee 
sends you a formal request. 

(The information referred to is as follows:) 

DEPARTMENT OF STATE, 
Washington, June 12, 1956. 


Hon. Husert H. HUMPHREY, 
United States Senate. 

Dear SENATOR HUMPHREY: Here are the answers to the questions which you 
raised in regard to Public Law 480 at the May 28 hearings on Senate Resolutions 
85 and 86. 

1. Public Law 480 became effective on July 10, 1954. 

2. Executive Order 10560 spelling out interagency relationships was 
issued on September 9, 1954, on which date the Interagency Committee on 
Agricultural Surplus Disposal was established by direction of the President 
in a letter to agency heads. 

8. The first contacts with foreign government to negotiate title I (foreign 
currency sales) agreements were made almost simultaneously with the 
United Kingdom, Japan, Pakistan, and Turkey in late September and 
early October 1954. 

4. The first contact with a foreign government in regard to a title II (dis- 
aster relief) agreement was made with Pakistan on August 17, 1954. 

5. The first title I agreement was signed with Turkey on November 15, 1954. 

6. The first shipment of commodities sold under a title I agreement was 
a shipment of wheat to Yugoslavia on January 24, 1955. 
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7. The first payment of local currency to the United States for surplus 
commodities received was made by Turkey in March 1955, and amounted to 
2,284,074 lira (equivalent to $815,739). 

8. Through December 31, 1955, title I agreements involving commodities 
with a total cost to the CCC of $678.7 million had been entered into, while 
additional title I agreements totaling $818.3 million have been entered into 
since January 1, 1956. 

Enclosed herewith are two tables prepared in the Department of Agriculture 
containing considerable .detailed information on all of the title I agreements 
which had been entered into by May 30, 1956. 

Also enclosed is a table prepared here in the Department of State showing 
per capita income and per capita food consumption (in terms of calories, by 
type of food) in each of the Baghdad Pact countries. 

Sincerely yours, 

THORSTEN V. KALIJARVI, 

Deputy Assistant Secretary for Economic Affairs. 
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INFORMATION ON BAGHDAD COUNTRIES 


Mr. Katisarvi. Senator, you wished some information on the 
Baghdad Pact countries. We will do our best to submit that for the 
record. 

Senator Humpnrey. Yes, I would like very much to have that, 
because I want to say that basically I am a supporter of the foreign- 
aid program, but I read a very interesting article yesterday—a man 
should not have a good Sunday off like this. First of all, you get 
religious inspir ation in the mor ning, and then you read all afternoon, 
and. you are all upset the rest of the day because you realize your own 
inadequacies and those of others. 

I read about the Baghdad Pact countries, and their capacity for 
resistance. This was an article which dealt with both the physical, 
the physiological aspect of defense as well as the weapons aspect. 

I am deeply concerned about the caloric intake of the people in the 
Baghdad countries, their level of diet, the availability of food supply, 
and what they are doing about it. 

Those are the general things that I was concerned about, because I 
think we ought to know this before we get ready to spend about three- 
quarters of a billion dollars, to see whether or not those w eapons are 
going to be able to be managed. 

(The information referred to is as follows :) 


Bagdad Pact countries: 1955 per capita income’ and 1954-55 per capita daily 
caloric consumption, by type of food 


| United Turkey | 
| Kingdom | 


Iraq Iran et 


Per capita income ; $1, 040° | $275 


Caloric consumption aa | 
Grain aie 900 | 1, 863 | 1, 360 
Refined sug: ur j ’ 550 | 89 | “ 


i 1, 358 1, 503 
Roots, tubers and starches Sei 2065 | j if 

| 

“a 


147 | 


Pulses RE» . 40 
Vegetables__.__ 35 | 
Fruits and nuts 5 
Meat... 
Fish 
Fats and oils 
Milk 
Eggs 
Total , — 3, 19 2, 678 2, 838 


1 In U. 8. dollar equivalent, 1955. 


Source: Caloric consumption figures are based on compilations made by the Foreign Agricultural Service 
of the Department of Agriculture for the International Cooperation Administration. Income figures are 
Department of State estimates based on available statistics from the countries concerned. 


Senator Humpurey. Mr. Butz is here, I believe. 

Mr. Burz. Yes, sir. 

Senator Humpnurey. Thank you, Mr. Butz. 

Is Mr. Wormser here? 

Mr. Wormser. Yes, sir. 

Senator Humpnrey. I believe you have just a brief statement. 

Mr. Wormser. If I may present it for the record. 

Senator Humpnrey. There was just sort of a passing glance at your 
agency. 

Mr. Butz, would you mind if I just let Mr. Wormser place his 
statement in the record, because I know it is very brief. 
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Mr. Butz. No, Senator. 
Senator Humpnrey. If you would just like to make a general ob- 
servation and submit your statement for the record, fine. 


STATEMENT OF FELIX EDGAR WORMSER, ASSISTANT SECRETARY 
FOR MINERAL RESOURCES, DEPARTMENT OF THE INTERIOR 


Mr. Wormserr. Thank you. 

My name is Felix Edgar Wormser. I am Assistant Secretary for 
Mineral Resources, of the Department of the Interior. 

We have a short statement, Senator, which merely expresses our 
anxiety or concern, rather, over the definition of “raw materials” 
in Resolution 86; and feeling that perhaps it is intended to include 
ores and metals and miner: us, we try to point out that there are some 
very serious problems concerned with the extension of that resolution 
to that. field. 

DEFINITION OF “RAW MATERIALS” 


I may perhaps conclude my quoting from just the last paragraph 
of my statement: Perhaps not all of the laudable objectives set forth 
in the resolutions can be achieved by existing programs and agencies, 
but I am convinced that embarking upon a large-scale buffer stock 
program, with application to the metals and minerals, with necessary 
intensifications of international controls is moving in the wrong di- 
rection. I should hope, therefore, that the resolution will not be 
approved. In any event, I urge that it be amended clearly to elimi- 
nate any reference to mineral raw materials and metals.. 

Senator Humrurery. I appreciate your bringing this to our at- 
tention, because I agree with you that the definition of “raw ma- 
terials” is very, well, should I say, ambiguous. It surely does not 
make it very clear. 

Mr. Wormser. I am glad that you agree with me, Senator. 

Senator Humpnrey. I do. I noticed you here this morning, and 
noticed that you were to testify, and I was hoping that you might 
bring that to our attention. 

Mr. Wormser. Thank you very much, Senator. 

Senator Humpurey. Thank you. 

(Mr. Wormser’s prepared statement is as follows :) 


TESTIMONY OF FreLix EpGAr WorMSER 


Mr. Chairman, Senate Resolutions 85 and 86 are concerned with improvement 
‘n the distribution and use of surplus commodities, with particular emphasis 
on food and fibers. 

Resolution 86 includes raw materials in addition to food, and seeks the estab- 
lishment of an international food and raw materials reserve. The resolution is 
not clear as to the definition of raw materials. Presumably, raw materials are in- 
tended to include metals, ores, concentrates, and other forms of minerals. 

The purposes to be served by such a reserve are to increase the availability of 
these materials and to prevent extreme fluctuations of price levels. 

I do not wish te comment at length with reference to the disposal of agricul- 
tural surpluses. I should like, however, to indicate to the committee that the 
Department of the Interior has been working closely and, I believe, effectively, 
with the Department of Agriculture in the disposal of surpluses under the pro- 
visions of Public Law 480, 83d Congress, known as the Agricultural Trade Devel- 
opment and Assistance Act of 1954. This law authorizes sales of surplus farm 
commodities for local currencies which, in turn, may be used for the purchase 
of strategic and critical materials. The law also emphasizes the use of barter— 
agrienitural prodncts being exchanged for less-perishable mineral commodities. 
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I am sure the Department of Agriculture will report more fully on this program 
and its bearing on the measures under consideration. 

As to the minerals and metals, let me say that there are no large surpluses 
overhanging the market. Our domestic mineral and mining industries have gen- 
erally been experiencing recordbreaking prosperity. The rapid expansion of 
industrial output in many parts of the world has prevented any major upset in the 
balance between supply and demand. Indeed, some shortages have appeared and 
only a few surpluses. The United States long-term military stockpile program, 
the domestic minerals purchase program under the Defense Production Act, 
and the agricultural disposal program have served largely to remove these sur- 
pluses from the market. 

Senate Resolution 86 makes as one of its findings (sec. i): “the ever-present 
threat of a major decline in the level of raw-material prices makes it impossible 
for underdeveloped countries to proceed with the confidence that is needed for 
their orderly development ;” 

Again this assumption is not applicable at present to mineral raw materials. 
Generally speaking, periods of war and their aftermath, and major declines 
in general levels of economic activity are the major factors creating widespread 
fluctuation in the price and volume of mineral raw materials. A reserve, or 
other type of buffer stock, can hardly be expected to overcome such major 
dislocations in our society. During more nearly normal times the existence of 
such a reserve, ready to purchase any quantity of minerals at artificially high 
prices would be likely to stimulate world overproduction, wasteful mining prac- 
tices, and the mining of submarginal ores. Instead of contributing to the sta- 
bility of price and production, these practices would more likely result in alter- 
nating surpluses and shortages, with resultant shifts from high prices to low 
prices. 

Insofar as minerals and metals are concerned, there is no evidence that in- 
vestment in the mining industries in underdeveloped countries is held back 
by the threat of price fluctuations. 

Widespread exploration, discovery, and investment are taking place all over 
the world. American mining enterprise is constantly on the alert to take ad- 
vantage of mining opportunities abroad. Only two sets of factors operate to keep 
private capital from seeking investment opportunity in mining in any country: 
either there are no known deposits which can be commercially developed, or the 
investment climate of the country is not inviting. 

According to calculations made in the Bureau of Mines, United States capital 
flowing into the foreign metal-mining industries has been increasing during the 
past 5 years at a higher rate than investment in domestic metal mining. From 
1950 through 1954, foreign metal-mine investment increased 107 percent as 
against a 75-percent increase in domestic metal-mine investment. 

I reengnize of course that Senate Resolution 86 does not set forth a specific 
plan. It authorizes and requests the proper representatives of the Government in 
appropriate international organizations to undertake negotiations looking toward 
international agreement along the lines of the resolution. I do not believe that 
such negotiation can ever produce a plan that would have any practical value, 
either to agriculture or to minerals. The whole concept is contrary to our 
best traditions of a free economy; described by President Eisenhower as “free 
competitive capitalism.” 

Perhaps not all of the laudable objectives set forth in the resolutions can he 
achieved by existing programs and agencies, but I am convinced that embark- 
ing upon a large-scale buffer stock program with necessary intensifications of 
international controls is moving in the wrong direction. I should hope therefore 
that the resolution will not he approved. In any event, I urge that it be amended 
clearly to eliminate any reference to mineral raw materials and metals. 


Senator Humpnrey. Mr. Butz, you have been a very patient witness 
this morning. Would you want to proceed now, sir? 

Mr. Butz, may I make a friendly suggestion to you. Unless you 
prefer to read your whole statement, if you would like to have it 
presented for the record, and then make any other observations on 
what you have heard this morning or what other views you have. 
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STATEMENT OF EARL L. BUTZ, ASSISTANT SECRETARY OF AGRI- 
CULTURE, ACCOMPANIED BY FRANCIS C. DANIELS, SALES 
MANAGER, COMMODITY STABILIZATION SERVICE; AND GORDON 
FRASER, ASSISTANT ADMINISTRATOR, FOREIGN AGRICULTURAL 
SERVICE, IN CHARGE OF MARKET DEVELOPMENT AND TRADE 
PROGRAMS 


Mr. Burz. Thank you very much. I think in the interest of time, 
I might prefer to do that, if it meets with your approval. 
(The statement referred to is as follows:) 


STATEMENT BY ASSISTANT SECRETARY OF AGRICULTURE EARL L. Butz 


I am glad to have the opportunity to testify before this subcommittee on 
Senate Resolutions 85 and 86 which, if enacted, would direct the President of 
the United States to enter into international negotiations for the creation of a 
world food bank (S. Res. 85) and an international food and raw materials 
reserve (S. Res. 86), respectively. 

First, I would like to state that the Department is in agreement with the 
apparent objective of the two resolutions, namely, to use United States agricul- 
tural surpluses to help feed and clothe needy people abroad. 

The President himself has recommended such use of our food and fiber sur- 
pluses in his policy statement of September 9, 1954. He stated that: “the United 
States will seek in cooperation with friendly countries to utilize its agricultural 
surpluses to increase consumption in those areas where there is demonstrable 
underconsumption and where practical opportunities for increased consumption 
exist or can be developed in a constructive manner. The United States will 
attempt to utilize such opportunities in a manner designed to stimulate economic 
development in friendly countries and to strengthen their security position.” 

While the two resolutions aim at the creation of a new international agency, 
they would not, in any substantively significant way, extend the scope of sur- 
plus disposal operations by means of such an international agency beyond the 
scope of foreign surplus disposal operations already authorized by the Agricul- 
tural Trade Development and Assistance Act of 1954, usually referred to briefly 
as Public Law 480, and other legislation already enacted. 

Public Law 480 has provided comprehensive authority for making available 
United States agricultural surpluses to foreign peoples by means of: 

Sales for foreign currencies. 

Barter for strategic materials or for goods and materials required under 
United States offshore programs. 

Grants to friendly peoples to meet famine or other urgent relief require- 
ments. 

Donations to nenprofit voluntary agencies for assistance to needy persons 
outside the United States. 

A total of $1.375 million of agricultural commodities (at OCC cost) has been 
or is in the process of being sold abroad for foreign currencies under the author- 
ity of this act. Barter has thus far accounted for the disposal of $332 million 
worth of agricultural commodities. Grants of agricultural surpluses to meet 
famine and other urgent relief requirements have totaled $178 million. Dona- 
tions to nonprofit voluntary agencies for assistance to needy persons abroad have 
amounted to $447 million. 

Both the foreign currency sales and the barter transactions have been car- 
ried out through private trade channels. However, in accordance with the pro- 
visions of the law, agreements have been concluded with friendly nations to make 
sure that the sales for foreign currencies and the use of the currencies acquired 
by the United States through these sales conform to the statutory provisions. 

We have also cooperated with other countries in efforts to reach broad inter- 
national consensus as to the ways and means of utilizing agricultural surpluses 
to prevent famine, improve nutrition and living standards, and promote the 
development of underdeveloped countries. Such multilateral cooperation has 
taken place primarily within the framework of the Food and Agriculture Organ- 
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ization, its Conference, its Council, its Committee on Commodity Problems and 
especially its Subcommittee on Surplus Disposal. The United States is also 
participating in a FAO working party on national reserves, which has recently 
been set up, and which is, at present, examining “the practical aspects of the 
possible use of surplus agricultural commodities in building up national reserves 
to be used against crop failures and other emergencies, as well as to meet pos- 
sible needs arising from slowly developing shortages as a results of economic 
development programs.” 

The governments cooperating with us in FAO have reached broad agreement 
regarding the principles of famine assistance and of agricultural surplus disposal. 
The statutory provisions incorporated in Public Law 480 and the programs 
developed on the basis of this statute are in accordance with the intergovern- 
mental understanding reached in FAO. 

In accordance with the statute, these programs have been established through 
direct negotiations between the United States and the various countries desiring 
to obtain United States agricultural surpluses. We have found this method 
of direct negotiations effective. It has enabled us to develop a large number 
of programs within a short period of time. It is a flexible method under which 
we can shape each program according to the special circumstances existing in 
each individual country. 

Replacing United States bilateral negotiations, in whose or in part, by multi- 
lateral surplus disposal through a new international agency would in our opinion 
slow down the surplus disposal operations and make them more difficult. It 
would mean handing over the control of United States stocks to an international 
agency. No change in the world supply situation would, however, result from 
such a transfer of stocks. No financial savings promise to result ¢rom -trans- 
ferring United States surplus disposal operations to an international agency. 
The costs to the United States might even increase if, under the influence of 
importing countries, that agency should grant more favorable terms in the sale 
of United States surpluses. Furthermore, by participating in the proposed 
international agency, the United States might become involved in the financing 
of the carrying and the disposal of surpluses of other countries. 

In fact, as stated in the letter of June 15, 1955, by Under Secretary Morse 
to the Honorable Walter F. George, the chairman of the Committee on Foreign 
Relations, “it appears doubtful that workable proposal for an international 
food reserve acceptable to the United States could be developed. Moreover, our 
bargaining power in any international negotiations on any such proposal would 
be severely hampered if other countries were informed that we were committed 
in advance, by law, to participation.” In making this statement Mr. Morse was, 
among others, guided by the fact that the FAO Conference has recently concluded 
that the establishment of an international reserve of food stocks was im- 
practicable. ' 

Let me give you point by point a comparison of the present surplus disposal 
operations, which rely on direct negotiations with foreign countries, with the 
proposed setting up of a new international agency : 

1. By using established United States Government machinery, the present 
surplus disposal operations have involved little additional expense. An inter- 
national surplus disposal agency would have to set up rew administrative 
machinery. 

2. As long as control of the surplus stocks remains in United States hands, 
these stocks can be converted to other uses if a change in the United States 
supply situation or an international emergency so required. 

3. Direct negotiations between two governments are simpler and more expedi- 
ent than negotiations through an international agency, the board of which con- 
sists of representatives of importing and exporting countries with a multiplicity 
of conflicting interests. 

4. In direct negotiations, the United States can insist, and has always insisted, 
that the individual sales be made through United States private exporters, so 
as to assure efficiency of operations and enable our exporters to use the surplus 
sales in the building up of foreign markets where they will be able to sell our 
products for dollars once balance has been restored in the world demand and 
supply situation. It might be difficult to insist on sales through private United 
States trade channels, if our surplus stocks were turned over to and sold by an 
international agency. 

5..In our negotiations with foreign governments under title I of Public Law 
480 we have placed great emphasis on obtaining assurances that their purchases 
of United States agricultural commodities for foreign currencies would be in 
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addition to and not in the place of their usual purchases of our commodities 
for dollars. It would be much more difficult to protect our normal commercial 
markets if our surpluses were transferred to an international agency and 
disposed of by the latter. 

6. Although the specific programs are established through bilateral agree- 
ments, we have always given consideration to the interest of third countries. 
In particular, we have, in accordance with section 104 (a) of Public Law 480, 
developed our foreign sales programs so as not to unduly disrupt world prices 
of agricultural commodities, thus protecting the commercial markets of other 
countries as well as our own. An international agency, on the other hand, might 
be affected in its price policies by other countries, the interests of which may 
well conflict with those of the United States. 

7. Large portions of the foreign currencies acquired under Public Law 480 are, 
in accordance with section 104 of the act, being used for purposes directly bene- 
ficial to the United States, such as the development of new markets for our 
agricultural commodities, the purchase of strategic or critical material, the 
payment of United States obligations abroad, the procurement of military equip 
ment, materials, facilities and services for the common defense ; and the financing 
of international educational exchange. activities. It would, to say the least, be 
difficult to secure these benefits to the United States if the surplus disposal 
operations were carried out through an international agency. 

8. The local currency not reserved for any of the above uses is, in general, 
loaned back to the importing countries. Here again, it is easier to reach an 
understanding directly with each country as to uses of the loan funds that are 
both beneficial to that country and satisfactory from the United States view- 
point. 

9. Foreign currency sales under Public Law 480 can be made for any of the 
purposes envisaged in the two resolutions. In particular, foreign currency 
sales can be made for the building up of adequate national reserves in food- 
deficit countries. We consider reserve stock held by individual countries under 
its own responsibility preferable to an international reserve, the creation of 
which might discourage the holding of adequate national reserves. We are, 
however, looking toward international cooperation, such as the new FAO work- 
ing group on national reserves to which I referred a few minutes ago, to help 
develop a broad policy on national reserves which then could be implemented by 
bilateral agreements. 

In summary, I would like to state that we see no need for the proposed world 
food bank or the proposed international food and raw materials reserve. We 
rather fear that the creation of such a new international agency would interfere 
with the disposal of United States surpluses, and we consider the basic legis- 
lative authority provided for in Public Law 480 sufficient to develop further 
our foreign surplus disposal programs. This authority allows us to dispose of 
our surpluses in an effective manner and in a manner which serves our own 
interests as well as those of other friendly countries. 


AGREEMENT ON OBJECTIVES 


Mr. Burz. With me is, Mr. Frank Daniels, who is the sales manager 
of the Commodity Stabilization Service; and Mr. Gordon Fraser, who 
is Assistant Administrator of the Foreign Agricultural Service, in 
charge of Market Development and Programs. 

We have studied Senate Resolutions 85 and 86 in some detail, and 
we are in thorough agreement with the objectives of those resolutions, 
as we understand them. 

We are in agreement with the statement you made about the ap- 
parent inconsistency in this world of some countries having too much 
food and other countries having too little. 

I agree with you thoroughly that if a nation like ours must struggle 
with either the problem of too much or too little, I would always choose 
the problem of too much. 

On the other hand, I think we ought to recognize that there are 
practical difficulties in the way of moving our surplus food and fiber 
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abroad as rapidly as some of us would like. This has been brought 
out already this morning. 


EXISTING AUTHORITY ON SURPLUS DISPOSAL 


We have at our disposal in the Department of Agriculture a number 
of avenues for distribution of our surplus products abroad. At the 
top of page 2 of the statement 4 are listed. These are: Sales for 
foreign currencies; barter for strategic materials or for goods and 
materials required for United States offshore programs; grants to 
friendly foreign peoples to meet famine or other urgent relief re- 
es and donations to so-called nonprofit voluntary agencies 

or assistance to needy persons outside the United States. 

We have been using all four of those avenues, we think, very ag- 
gressively, and in a manner that we hope does not unduly disturb 
world trade or world prices, or work to the injury of friendly foreign 
nations, 

We must protect their economies, too, and in a way that does not 
unduly interfere with the normal opportunities to sell for dollars 
abroad, both CCC-owned commodities and private stocks. 

By far the lion’s share of our foreign sales of agricultural products 
are in the commercial market for dollars. 

Senator Humrnurey. That is correct. 

Mr. Burz. We always try to exercise due caution and prudence that 
the disposal programs of the Commodity Credit Corporation, whether 
they be sales for dollars or for foreign currencies or barter for strategic 
materials, or whether they be gifts to the voluntary agencies—I say we 


try to exercise due prudence that these do not = ace what would 


otherwise be a normal sale for dollars, because we feel that our long- 
time goal should aways be the development of a healthy, mutually 
beneficial, reciprocal trade. 

It is on that basis, I think, that we must build for the long-time 
rehabilitation of trade. 

Within that framework, we have moved quite a quantity of materials 
abroad. 


INCREASED AUTHORIZATION FOR PUBLIC LAW 480 


As you mentioned a moment ago, the title I of Public Law 480 was 
a bit slow getting started. This would be true, I think, of any new 
program. You must set up the machinery, you must acquaint the 
foreign governments with what is available, and you must in some 
cases generate a demand for programs within their own boundaries. 

During the past 6 months, we have negotiated a substantial number 
of contracts, and, as you know, there is now before the Congress 
a request to increase the authorization for title I from $1.5 billion 
to $3 billion. 

Senator Humpnrey. Yes. 

Mr. Burz. As you recall, in the first year of operation we had an 
authorization of $700 million. That was all used the first year. 

The second year that was increased to $1.5 billion. 

Senator Humeurey. That is correct. 

Mr. Butz. We have at the moment a number of negotiating instruc- 
tions ready to go forward to the embassies, that await the increased 
authorization. 
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Senator Humpurey. It is too bad we did not add that to the agri- 
cultural bill. I do not know why we didn’t. I think it would have 
gone through. 

I recall Senator Mundt and myself were the sponsors of the amend- 
ment to increase the authorization a year or so ago. 

Mr. Butz. Yes. We can detect no substantial opposition in the 
Congress to increasing that authorization, because we feel this is a 
very worthwhile authorization the Congress added in title I. 

As I say, at the moment, the thing holding up negotiating instruc- 
tions is that we are up to the limit of our authorization, and we cannot 
give instructions for additional negotiations until we have additional 
authorization. 

Senator Humpnrey. Will you help me out on this matter I have 
been inquiring about, Mr. Butz. 


INDIAN SURPLUS PROGRAM 


I do not want to be going around here feeling that I have gotten 
some information which is valid if it is not, but one of my colleagues 
spoke to me in reference to this India situation, and he said that the 
Department of Agriculture people had done very well; that they had 
gone ahead and negotiated or drawn up some kind of proposal with 
the Indian Government representatives, relating to wheat, cotton, and, 
I believe, rice, 1 am not sure. 

Mr. Burz. I think there is no rice in that at the moment. 

This proposal was discussed before the interagency staff committee 
before which all Public Law 480 programs come. These programs 
are all developed in a tentative way in the United States before any 
approach is made to a foreign government, as you know. 

This is a rather substantial program. It isa 3-year program, which 
would involve a commitment of a substantial quantity of funds and a 
substantial quantity of wheat and cotton, and some feed grains. 

I think it is about ready to go forward when we get the increased 
authorization. Since, however, it is a 3-year program, and involves 
the largest sums of any program we have had, it took longer to nego- 
tiate it within the Government than most programs take, and I think 
it would not be right to say any one department of Government held 
it up. 

Senator Humpnrey. Would it be right to say it was given a very 
prolonged lookover at the State Department ? 

Mr. Burz. Yes, sir. 

Senator Humpnurey. Now, is it fair to say that this 3-year commit- 
ment under this program will require, in order for it to be consum- 
mated, the extension of authority and the expanded authorization ? 

Mr. Burz. Yes, sir. We have already committed a sufficient amount 
of our $1.5 billion authorization that we cannot go forward with the 
contemplated India program until we get the new authorization. 

Senator Humpnrey. It is true, is it not, you have got a fairly well 
functioning service on title I? 

Mr. Bourz. I think it is functioning very smoothly, sir. 
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Senator Humpurey. You have gotten your people pretty wel: 
trained, who know how to make these contacts and develop these 
programs ¢ j 

Mr. Burz. We feel that way. There are, of course, frictions and 
there are differences of opinion, as is only natural, as you well know, 
because different divisions of Government have different. objectives 
to serve and different criteria by which they judge these programs. 

But I am perfectly honest when I say that I think these are at a 
minimum, and the program is functioning very smoothly. 

Senator Humrurey. I am not unmindful of the difference of point 
of view between State, which has international responsibilities, and 
the Department of Agriculture, which essentially has its domestic re- 
sponsibility, and they sometimes conflict. 

My concern about this was that while those conflicts may be in- 
evitable it would be foolish on our part in the Foreign Relations 
Committee to be authorizing a rather substantial commitment of 
funds to India for an economic development program, when at the 
same time another aspect of that program which does not require 
special legislation at this time is being bogged down somewhere along 
the line. 

Mr. Burz. I think one of the things that delays the consideration 
of programs like this is to make sure, within the executive branch of 
Government, that the programs are completely and properly in- 
tegrated. 

Senator Humpurey. That is correct; I thoroughly agree with that. 

Mr. Butz. When conflicts do arise between State and Agriculture, 
for example, because of the perfectly legitimate difference in objec- 
tives they serve, we always try to iron those out to the best total in- 
terests of the United States Government. 

Senator Humpurey. Well, you just keep on the steam, Mr. Butz, 
about that title I. That is a good provision of the law. It is a sales 
provision. , 

Mr. Burz. Yes. 

Senator Humrurey. I think it has less tendency to upset markets 
than any other part of the law. Because you do have to take into con- 
sideration all the economic factors in the receiving country, as well 
as the competing countries; is that not true? 

Mr. Burz. That is right, and we do. 

Senator Humrpurey. I know you do. 

Now, is there any other comment here that you wanted to 
emphasize ? 


FOA CONSIDERATION OF SURPLUS PROBLEM 


Mr. Butz. The United States is participating, as you know, in the 
Food and Agriculture Organization of the United Nations. The FAO 
has a working body on national food reserves which has recently been 
set up. I understand this Organization will have a report to be sub- 
mitted for consideration at the time of the forthcoming meeting of 
the Committee on Commodity Problems, which will meet in Rome, 
I think next month. We are a member of the Committee. 

Senator Humrnrey. Is that going to be in Rome next month? 
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Mr. Burz. Yes, sir. It is a regular meeting of the Committee on 
Commodity Problems. 

Then there is a subcommittee of that Committee which meets in 
Washington. It is the consultative subcommittee on surplus disposal, 
which has representatives of a number of the member nations of the 
Food and Agriculture Organization. This subcommittee regularly 
discusses and considers the entire surplus disposal program of the 
United States and of other major surplus nations, as well. 

It serves as sort of a forum in which the things can be discussed 
and their impact on the various nations can be assessed. 

Senator Humpenrey. What is the general, overall, prevailing view 
in Food and Agriculture relating to some form of international agency 
for surplus disposal ¢ 

Mr. Burz. The predominant point of view is that if you have an 
international agency set up for that specific purpose, it may not func- 
tion as well as if we can proceed along the present basis, with full 
consultation and with adequate safeguards for the interests of other 
friendly nations. 

Senator Humpnrey. In other words, to proceed as you are now 
doing, with the consultative advisory board ? 

Mr. Burz. That is right. 

Senator Humpurey. Have you received any indication as to how 
our Latin American neighbors feel about this ? 

Mr. Burz. Let me get your question. Do you mean how they feel 
about 

Senator Humpurey. About the international food and fiber pro- 
gram, reserve or food bank. / 

Mr. Burz. No, sir; I don’t have that information. 

Do you have it, Mr. Fraser ? 

Mr. Fraser. No, sir. 

Senator Humpnrey. The representative from Costa Rica, speaking 
at the U. N., made quite an elediient plea for this. He said that he 
was doing so not only on the part of his country, but also on the 
part of a number of countries in that area of the world. 


STABILIZING EFFECT OF UNITED STATES SURPLUSES 


Mr. Burz. Of course, Senator, in a very real sense we already have 
an international food reserve. There is considerable evidence that 
the mere fact that these food reserves exist in the United States per- 
mits a lot of nations to get by with less national food reserve than they 
otherwise would have, because they know we have the reserves. They 
know from our past history that in case of crisis or famine or drought 
or insect infestation, they will be made available; therefore, I think 
they operate differently than they would if those reserves were not 
here. 

One of the things we need to emphasize, and that the Food and 
Agriculture Organization is emphasizing, is that the various nations 
themselves ought to build more adequate national reserves within their 
own boundaries. I feel confident the United States Government would 
be anxious and willing to assist in that very venture. 

As a matter of fact, Senator, we are using title I of Public Law 
480 for that very purpose. Some of the deals we currently have under 
negotiation contemplate the building of reserve stocks of rice and 
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wheat in recipient countries. We are doing that partly to insure their 
own domestic stability and partly to safeguard against inflation of 
food prices, as you mentioned a while ago. 

In one case, we are considering it to enable a certain food item to 
be taken off food rationing within the country. 

In some other cases we are insisting on the building of stockpiles 
within the country so as to maintain the normal historical market for 
strategic food materials from other friendly nations. 

Senator Humrnrey. Yes. 

Mr. Burz. I think we do, in fact, have sort of a food bank that the 
United States maintains now. Now, it may or may not 

Senator Humpurey. I think there is some truth to that, and your 
statement is surely pertinent and directed to this subject matter before 
us. 

My concern about that is that if that is the case, then the matter of 
surplus food and fiber reserves should not be considered, budgetarily, 
on a budget basis, as strictly a domestic matter. We are servicing, so 
to speak, whole areas of the free world on the basis of reserves of 
food and fiber. 


RELIANCE ON UNITED STATES SURPLUSES 


Mr. Butz. That is right. I feel we are doing too much of it, really. 
I feel we are doing more than was done previously because some of 
these nations can now depend on our doing it. The mere fact we 
have these stocks makes them more careless with their own domestic 
housekeeping, if you know what I mean. 


Senator Humpnrey. And they are doing a little bit more export on 
their reserves than they would do ordinarily. 

Mr. Burz. Just as an illustration, in one of your statements this 
morning you mentioned one of the Near East countries had a shortage 
of wheat the last couple of years. We negotiated with them; but one 
of the real problems was to get assurance from them they would not 
export wheat at the very time they imported wheat from us for their 
own native currency. There is no percentage in our — wheat to 
them for their own native currency, and letting them ship into world 
markets for dollars. Nobody gains from that. 

Senator Humpurey. That is undoubtedly true. Is it not possible 
under that situation we might not appear to be the “bad man” if we 
had some kind of an international body which could exercise a little 
jurisdiction ? 

Mr. Burz. Well, that is entirely possible. 

Senator Humpurey. One of my concerns about that is that 

Mr. Butz. It is entirely possible, Senator. In that case, however, 
I fear the international body, which would admittedly serve different 
interests than United States interests, might have approved the sale, 
and permitted the recipient country, by one means or another, to 
export in the world commercial market, and displace a market that 
we otherwise would have had. 

In other words, we have control of that, now, and we can protect 
what we conceive to be our normal dollar market, in other countries. 

I think, frankly, it would be better for us to have control of it. 
It is very difficult to convince me that that country really needed 
wheat from us while it was exporting wheat. 
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Senator Humrurey. Well, sometimes there are reasons for exports 
other and above that. 

Mr. Burz. In this case, their reason was to get foreign exchange. 

Senator Humpnrey. That is right, and they are short of it, very 
short of it. 

Mr. Burz. That is quite right, but it was difficult to convince me, 
for example, as it would be you, that we should put wheat in that 
country for their own currency while at the same time they exported 
wheat in the world market for hard currencies, you see, to displace 
what would be a normal market for us or some other normal Wiikel- 
exporting countries. 

Senator Humpnrey. Their answer to that would be that they are 
carrying a tremendous military burden. 

Mr. Burz. That is right. 

Senator Humpurey. Also, they have been industrializing rather 
rapidly, and undoubtedly have made some miscalculations mn judg- 
ment. 

Mr. Burz. That is right. 

Senator Humpnrey. Which anybody does, and they are in a tough 
economic situation, and 

Mr. Burz. No doubt about that. 

Senator Humpurey. And their exchange balance is practically un- 
balanced. 

Mr. Burz. You are quite right about that, but perhaps the best way 
to solve that would not be to ship in wheat that would replace their 
own wheat they could ship out. We could find some other way to 
help the situation. 

Senator Humpnrey. Is there anything else, Mr. Butz? 

Mr. Burz. No, sir. I think that covers our position, Senator, 


DEVELOPMENT PROGRAMS AND AGRICULTURAL SURPLUSES 


Senator Humpnrey. There was in this report, Prospects of Foreign 
Disposal of Domestic Agricultural Surpluses, a staff study directed 
by the Interagency Committee on Agricultural Surplus Disposal— 
you are familiar with that report ? 

Mr. Burz. Yes, sir. 

Senator Humpnrey. On page 79 it says: 


The estimates of volume of surplus commodities which could be used effectively 
to accelerate development programs probably constitute little more than in- 
formed guesses. Nevertheless, it appears that several hundred millions of 
dollars of surplus agricultural commodities, largely grains and cotton, could 
be used annually for this purpose without serious displacement of established 
markets. 


Mr. Burz. Yes; we are doing that, as a matter of fact. As you 
indicated a while ago, that report was dated last fall, sometime in 
October, I believe. 

Senator Humeurery. That is right. 

Mr. Butz. Since that time, we have stepped up our programs very 
markedly. As Mr. Kalijarvi said a moment ago, I believe that 48 
percent of the foreign currencies developed under title I have been 
used for economic development within those countries. 

Senator Humpnrey. Have been earmarked ? 


80333—56——-5 
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Mr. Butz. Yes, have been earmarked. 

Senator Humpnrey. Yes. 

Mr. Burz. And will be used when they become available and the 
countries are ready to move on them. There is some little timelag 
involved there. 

Senator Humpnrey. Well, I think if it is being done—and I surely 
accept your word—it is lately ; is it not ? 

Mr. Burz. Itis what? 

Senator Humrueey. It is rather lately. 

Mr. Burz. Yes. You always wish you could have done these things 
yesterday, as you know, but with a program of this magnitude it takes 
some time—perhaps it took too long, but it is rolling full steam now, 
we feel. 

Senator Humpnrey. This is reassuring information, and I wish 
more Americans knew it. 


UTILIZATION OF SURPLUS COMMODITIES 


I want to tell you that I have never been so disgusted and dis- 
couraged in my life as now due to the number of letters 1 get as to 
this terrible problem of surpluses. The very people who write me a 
letter saying, “Humphrey, I hope you are going to vote for that 
$4.908 billion program,” they will say, at the bottom of the letter, 
“We simply have got to do something to this problem of agricultural 
surpluses. You are being too good to farmers.” 

We have gotten this thing all out of proportion. For example, 
the story of Public Law 480 and its actual operation is not well 
known by the American people. Al] they know about is that it costs 
a million dollars a day to store surplus-food commodities; and com- 
ing from an agricultural area, I would be less than candid to say I 
resent every bit of it when I know that this food is more important 
than these tests that are taking place out in the Pacific; or as impor- 
tant, I will correct that statement. Maybe it will do more good. 

Mr. Burz. I agree. with you, Senator. I think food can be made 
a very powerful diplomatic tool, and I think is being made a very 
powerful diplomatic tool. 

And yet you point out one of the difficulties as expressed by the 
farmers in your own district, for example—we get it from all over 
the United States—when they raise the question about technical 
assistance to teach foreign farmers how to grow more wheat and rice 
and cotton, and so on. It is a difficult question, as you know. 

You mentioned the high Aswan Dama whileago. We have received 
a lot of correspondence on that, as I am sure you have, too. 

Senator Humpnrey. You bet. 


INCREASED STANDARDS OF LIVING MEANS INCREASED TRADE 


Mr. Burz. I think every Senator has, and it has been correspondence 
from the heart. They genuinely want to know what we are doing 
there with our own dollars. 

And yet, I think we must recognize that if you are going to reha- 
bilitate any nation, you must rehabilitate them in a general way, in- 
dustrially, commercially, agriculturally. 

The important thing to recognize, I think, is that we have our most 
healthy trade with the developed nations, not the underdeveloped 
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nations; if you want to trade on a healthy basis with the nations of 
the world, we must develop them generally, I think. 

Senator Humpnrey. Yes; I would thoroughly concur in that. 

You see, what happens i is that people fail to understand that with 
these developmental projects come increased standards of living, comes 
increased purchasing power, and the only place you can sell something 
is to somebody who has got something to buy it with. 

I tried to be in business at one time in the period of the depression, 
when we had all kinds of customers. We had customers galore; 
they were wonderful people. ‘They visited, their visits were enjoyable, 
we had a great time socially, but practically went bankrupt because 
they did not have any money. 

And what we are really talking about in those programs is to in- 
crease the productivity and thereby increase the wealth, and thereby 


increase the possibilities of market, if we are good competitors. 
Br. Burz. Yes, sir. 


DIFFICULTIES OF MULTILATERAL NEGOTIATIONS 

Senator Humpurey. Mr. Butz, I shall not keep you any longer, 
except for this final question. 

On page 4 of your statement, you say : 


Direct negotiations between two governments are simpler and more expedient 
than negotiations through an international agency the Board of which consists 


of representatives of importing and exporting countries with a multiplicity of 
conflicting interests, 


My question is this: Would this not apply to all of our participa- 


tion in the U. N.? 

Mr. Burz. I think it is fair for me to say that our participation in 
the FAO is cumbersome and drawnout, and sometimes frustrating. 
I recall the 2 weeks’ experience I had in Rome last fall at the biennial 
conference of the Food and Agriculture Organization—I see my good 
friend, Ed Dodd, sitting back here, who was a very valued adviser to 
the group at that time, and I think he will substantiate this—that it 
sometimes takes days to negotiate in a body of 72 nations what we 
might get done between 2 people in the course of an afternoon. 

On something like this, where time is of some essence, I think it is 
important to keep the negotiations as streamlined and simplified as we 
possibly can. 

Senator Humpurey. You understand that this resolution is not a 
law, as such; it is merely a suggestion to the executive branch. 

Mr. Burz. Yes, sir; we understand that. 

Senator Humrnrey. And the sense on the part of the Congress. 

Mr. Butz. And please understand, we are in complete sympathy 
with the objectives of the resolution. 


ATTITUDES OF UNDERDEVELOPED COUNTRIES 


Senator Humpnrey. Do you feel that our present program, Mr. 
Butz, will be able to be effective in these countries of subsistence levels? 

Mr, Burz. It is difficult for me to answer that unless I know what 
you mean by “effective. 

Senator Humenrey. Twofold. One— 

Mr. Butz. We get many letters, for example, as I am sure you do, 
about the wheat problem. You come from a great wheat State, and 
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they say, “Why don’t you ship this wheat to the starving hundreds of 
millions of citizens of India,” for example. That is a perfectly legiti- 
mate question. 

We must recognize that the Indian Government has its own price- 
support program on wheat, and for reasons that seem to be sufficient 
to them, they have something to say about the quantity of wheat that 
comes into India, you see. 

I was interested in Rome last November, to hear the Indian dele- 
gate make quite a little talk about this matter of surplus disposal. 
He talked about wheat and there were a number of wheat-exporting 
countries present—the Canadians, the Australians, the French were 
there. And he said, “Now, we could use more wheat in India, but 
I want you to know that India is not interested in being a dumping 
ground for wheat that may come a year or two and then the national 
policy of the donor country change and then cut off our supplies 
suddenly.” 

He said, “Unless we can have some assurance this is going to be 
a permanent program, we don’t want your wheat, even for a year, on a 
gift basis.” 

It is not as simple to put these surplus foods in these so-called under- 
privileged countries as appeared at first blush. 

Senator Humrurey. Of course it is not. 

Mr. Burz. For reasons that are good and sufficient for the people 
in the recipient country. I am sure you appreciate that. 

Senator Humrnrey. I do appreciate that. 

One of the reasons I have been interested in an international agency 
is that it would have some long-term commitments to it, just as every 
year when we have a request made to us here we say, “Well, now, our 
contribution to World Health last year was so much, we have got an 
obligation, we are a member of the organization, and we ought to 
continue.” 

Therefore, you gear your budgetary policies and your total national 
political policies toward that kind of participation. 

And it appears to me that there is some advantage over a long 
period of time in having that kind of long-term perspective and direc- 
tion and responsibility. 

Well, Mr. Butz, thank you very much. 

(Discussion off the record.) 

Senator Humpurey. We will adjourn now until 10 a. m. tomorrow. 

(Whereupon, at 12:55 p. m., the subcommittee adjourned, to re- 
convene at 10 a. m. Tuesday, May 29, 1956.) 
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PROPOSALS TO ESTABLISH AN INTERNATIONAL FOOD 
BANK AND INTERNATIONAL RAW MATERIALS 
RESERVE 


TUESDAY, MAY 29, 1956 


Unitep States SENATE, 
SuBcoMMITTEE ON SENATE Resoiutions 85 anp 86 
OF THE COMMITTEE ON ForeIGn RELATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:10 a. m., in the 
caucus room, Senate Office Building, Senator Hubert H. Humphrey 
(chairman of the subcommittee) presiding. 

Present: Senators Humphrey (presiding), and Aiken. 

Also present: Senator James E. Murray. 

Senator Humpnurey. We will start our hearings this morning with 
Mr. James G. Patton as the first witness. 

We would love to have you sit over here and be heard, Mr. Patton. 


STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL 
FARMERS UNION 


Mr. Patron. Mr. Chairman, before I read my formal statement, 
1 would like to express by appreciation to you, sir, for holding these 
hearings and for the very active interest you are taking in this 
matter. 

You have certainly demonstrated your championship for agricul- 
ture, and in holding these hearings I think you are rendering a service 
not only to the farm people in America, but to farm people in the 
commercial agricultural areas all over the world, as well as people 
in general. 

T would like to pay my respects to the great Senator from Mon- 
tana who has been a champion for people in all kinds of things over 
these many years. 

I was disturbed yesterday, as I have been many times in the past, 
over the tired and defeatist attitudes expressed, especially by the 
State Department and by representatives of the Department of Agri- 
culture, over the proposed resolution and possibilities of it working. 

As a matter of fact, their testimony sounded like a broken record 
to me, because we have had the same situation up so many times 
back under the Truman administration; back in 1946 the same thing 
happened to us; it was the State Department and the Treasury De- 
partment at that time, but I think Fiorello H. LaGuardia expressed 
the real facts in the case in a speech he made at Copenhagen in 1946 
when this whole matter was first brought up, in which he said that . 
the real opponents, the real effective opponents, of a world food 
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board or any organized attempt to stabilize prices and consumption 
in the world, were the international speculators, who never grew a 
teacupful of wheat or had any interest in the primary producers other 
than to make money off their products. 

I was told by some of my friends from England that the basic 
reason for the attitude of the United Kingdom in relation to the 
International Wheat Agreement the last time it was up, and they 
did not sign, was that the processors and the handlers of scihiaddihice 
put enough pressure on the British Government that they decided to 
stay out. 

I am making these statements because I think it is well for it to 
be in the records that my point of view is that in the main, the oppo- 
nents—and there are some who are not in that class, certainly, and 
there are some who have genuine and sincere reasons for feeling the 
way they do—but the organized opposition, in the main, to this type 
of approach can be found in the money speculators and in the com- 
modity speculators. 

They want to manipulate the currencies and exchanges of the world 
up and down, and they want to manipulate the commodity markets 
up and down. 

If I may, sir, I would like to proceed with my formal statement. 


SUPPORT FOR SENATE RESOLUTIONS 85 AND 86 


At the outset, I want to express on behalf of the 700,000 voting 
members of the National Farmers Union appreciation for the support 
members of the subcommittee are giving to Senate Resolutions 85 and 


86. 

The scheduling of this hearing is evidence of your interest in an 
international food and raw materials reserve or world food bank. 
1 have a very strong feeling, also, that this hearing will result in 
greatly increased support for an international organization consistent 
with the United States Constitution and Bill of Rights through which 
farm families can gain some stability of price and income and through 
which living standards of participating nations can be increased. 

The resolutions you are considering are sponsored by a total of 
23 Members of the Senate from both sides of the aisle. Senator Scott 
han been joined by Senator Murray in the sponsorship of Senate Reso- 
lution 85. Senator Murray has been joined by Senator Scott in the 
sponsorship of Senate Resolution 86. 

Both resolutions seek to make it possible for the President and 
his representatives to enter into international negotiations for the 
purpose of preparing a plan and a proposed international agreement 
or agreements on the creation of an international food and raw mate- 
rials reserve or world food bank. 

While the resolutions are worded differently, they both provide for 
the same general objective. For that reason I shall not differentiate 
between them in my supporting testimony. I shall use the terms 
“international food and raw materials reserve” and “world food bank” 
interchangeably in subsequent remarks. 

Insofar as the “how” of an international food and raw materials 
reserve or world food bank is concerned, I shall not belabor the 
subcommittee. Provisions of both Senate Resolutions 85 and 86 specify 
that the President and his representatives shall negotiate throug 
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the United Nations and other international channels with appropriate 
foreign nations, the purpose being to make possible a specific plan 
and agreement or agreements on the creation of an international food 
and raw materials reserve or world food bank. The plan and agree- 
ment shall be presented to the United States Senate for approval. 

The important consideration, in my thinking, is that the Senate 
take favorable action on the resolutions so that full and complete 
studies may be begun on the “how” aspects of a food and raw mate- 
rials reserve or bank. 


DEVELOPMENT OF THE IDEA 


The idea of a food and raw material reserve or bank of international 
scope is not new. Lord John Boyd-Orr, the first Director General of 
the World Food and Agriculture Organization, proposed a World 
Food Board just after World War IT. 

The proposed agency, as developed by Boyd-Orr and members of 
the staff of FAO, would have the power to buy, hold, and sell impor- 
tant agricultural commodities entering world trade, and to set the 
maximum and minimum prices for these commodities in the interna- 
tional market the same as is now in effect under international com- 
modity agreements such as the wheat and sugar agreements. 

As developed by FAO under Lord John ‘Boy d- Orr, the proposed 
Board would preferably, but not necessarily, be under the aegis of 
FAO, and it would be closely related to the International Bank for 
Reconstruction and Development. 

In referring to the World Food Board, Boyd-Orr said: 

This is neither a revolutionary nor a new idea. The proposal merely syn- 
thesizes many national and international measures and brings them together 
in one organization * * *. We are living in a world which is being driven so 
fast by the advance of science that bold measures are required if we are to 
resolve the tremendous social and economic problems that face all countries * * *. 
There are only two alternatives for nations today: either cooperation for mutual 
benefit in a world policy, or a drift back to nationalistic policies leading to eco- 
nomic conflict which may well be the prelude to a third world war that will end 
our civilization * * *. If the nations cannot agree on a food program affecting 


the welfare of the people everywhere there is little hope of their reaching an 
agreement on anything else. 


As a student of biology, a farmer, and a doctor of medicine, and, I 
should say, a world-renowned nutritionist, Lord John Boyd-Orr con- 
sidered food as something much more than a trade commodity alone. 

As a farmer, however, and like all farmers, he appreciated trade 
aspects shrewdly enough. But over and above this, he saw food, as all 
farmers do, as the primary necessity of life itself. 

Being a medical man seems to have something to do with his think- 
ing that civilization has a profound moral obligation to provide food 
for those who are hungry and in need, just as it has a duty to provide 
medical care for those who are sick and in need. 

Mr. Chairman, I have presented this brief statement about the first 
Director General of FAO because I think it epitomizes the thinking 
of the great majority of farm families in the United States, even those 
who may not be informed on Lord John Boyd-Orr’s views concerning 
a World Food Board. 
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INTERNATIONAL COMMODITY CLEARINGHOUSE PROPOSED BY DODD 


The idea of a World Food Board or Bank or Reserve was revived 
again under the name International Commodity Clearinghouse while 

orris E. Dodd was Director General of the Food and Agriculture 

Jrganization. 

I should say Norris Dodd, who is here or is going to be here at tliese 
hearings, had a great deal to do with influencing the thinking of 
Boyd-Orr, who was the first man on an international basis, a man 
of stature, to make these proposals. 

Just as supporting nations at the FAO Conference in 1946 failed 
to obtain approval of the World Food Board idea, the International 
Commodity Clearinghouse proposal was rejected. 

In spite of the setbacks to the idea of a world food bank reserve, 
there is still strong support among member nations of the food and 
agricultural organizations. If the United States should assume the 
lead as a result of favorable action on resolutions before the committee, 
I am firmly convinced that a new wave of support would develop 
among the free and democratic nations who are not committed to 
communism and who could benefit greatly in increased living stand- 
ards, and economic development generally. 


WORK OF THE INTERNATIONAL FEDERATION OF AGRICULTURAL PRODUCERS 
(1FAP) 


IFAP: The international organization of farm organizations, 
known as the International Federation of Agricultural Producers, 
is made up of independent farm and agricultural cooperative organ- 
izations of 25 countries. 

And I should say parenthetically, as I recall it, the membership 
is about 38 million in the member organizations, total membership. 

National Farmers Union is a member, along with the Farm Bureau, 
Grange, and Council of Farmer Cooperatives. I was honored recently 
in Rome by being elected vice ‘diiehiiat I also serve as a member of 
the organization’s executive committee. 

Since the very first proposal of Lord John Boyd-Orr, IFAP has 
embraced the world food bank and reserve proposals. In fact, IFAP 
has supported such a proposal since 1946. 

I should say also, at the founding meeting in London in 1946, at 
which I was in attendance with other American farm organization 
leaders, there was no formal action. Actually, the first formal action 
endorsing the first food board came in the Paris conference in 1948, 
but there was a substantial area of agreement and most of the mem- 
bers were in favor. 

At that time, we were discussing the thing in the framework of Dr. 
Graham’s studies, not Dr. Frank Graham, but a British economist, 
who was talking about commodity cycles and commodity dollars. 
Some of us had proposed such a thing as early as 1943. 

A report of the 1949 general meeting of IFAP in Guelph, Canada, 
contains the following: 

* * * To solve the problem of moving surpluses as they arise into consump- 
tion in countries of great need the IFAP urges * * * the establishment by gov- 


ernments of an international agency through which countries may dispose of their 
agricultural surpluses. 
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A proposal which evolved out of the Guelph conference was acted 
upon by representatives to the fifth FAO conference. As I have stated, 
the proposal known as the international commodity clearing house 
was rejected. This was due mainly to the hesitancy of the United 
States and Great Britain to give support. 


IFAP SUPPORT FOR COMMODITY CLEARING HOUSE 


The following year, 1950, at the IFAP general meeting in Salts- 
joboden, Sweden, exception was taken by IF AP nations to the failure 
of the representatives of governments at the fifth FAO conference 
to approve the international commodity clearing house. I quote from 
the IFAP report as follows: 

The Policy committee (IFAP) examined and found unconvincing the reasons 
given by the representatives of governments at the fifth FAO conference * * * 
for their rejection of the proposed international commodity clearing house * * * 
In this connection the policy committee (IFAP) reviewed * * * the declarations 
made by the president of IFAP * * * the conclusion of which was that IFAP 
would continue to muster public opinion in support of, and press vigorously for, 
the adoption of a program substantially in line with the proposals (proposals for 
international food reserve) of the Guelph conference. 

I might say at the fifth session of the FAO Conference—I believe the 
distinguished agricultural statesman from Vermont, Senator Aiken, 
was at that conference—all of the farm organizations in the United 
States operated as a team, so to speak, in support of the International 
Commodity Clearing House. 

But. the information I have is that the Treasury Department here 
particularly, and to a lesser degree the State Department, opposed it. 


And the British oppo it because they were having pressure from 
the trade, so to ape <; and, in addition to that, some people felt that 


they saw a surplus situation arising in the commercial agricultural 
areas of the world, and since they were an importer nation, they were 
looking for downward trends in prices and, therefore, had reasons to 
be opposed to a stabilized commodity situation in the world market. 

One year late, 1951, IFAP met in Mexico City, Mexico. An excerpt 
from the report adopted at that time is as follows: 

IFAP * * * reaffirm(s) its endorsement * * * of the proposed establishment 
of an international commodity clearing house. * * * If governments can launch 
through the United Nations and Specialized Agencies a far-flung technical as- 
sistance program * * * why could they not launch a similarly financed inter- 
national program to distribute surpluses along the lines recommended by IFAP’s 
Guelph Conference. 

Subsequent reports of IFAP annual meetings have kept alive within 
IF AP study and consideration of world food reserve or bank. I urge 
that the Congress take action to make possible negotiations for the 
purpose of arriving at a specific plan. 

Perhaps one of the more important objections is that past proposals 
have not been noted for a sharply defined plan of operation. This 
objection can be overcome, I am convinced, if the resolutions before 
you are favorably acted upon by the Senate. 

If Congress gives support through adopting as its policy permission 
for the United States to participate with the nations through the 
United Nations in establishing an international food and raw materials 
reserve, I firmly believe a workable plan will evolve. 
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To deny that this is possible is to admit failure in solving crucial 
international problems which must be faced—and the sooner the 
better. 

SCARCITY AND CHAOS OR ABUNDANCE AND PEACE 


In exercise of its economic world leadership, the United States can 
take either of two routes: the road to scarcity or the road to abundance. 

Faced with the problems of tariffs, low productivity, dollar short- 
ages, embargoes, and other problems restricting sale of United States 
farm products in other countries, the United States can take the road 
of abundance or the road of scarcity. 

There are two kinds of scarcity roads: 

1. Economic isolation or go it alone; and 

2. Exclusive reliance upon cartel-dominated free trade. 


ECONOMIC ISOLATION 


“Go it alone” road to scarcity and chaos. 

The United States can go it alone: American markets for American 
goods; hold out competing imports; give up foreign markets for 
United States production. 

The United States farmer would have to shift 50 million acres now 
producing wheat, cotton, tobacco, rice, corn, soybeans, apples, and 
other commodities into production of something else that could be 
sold in the United States. 

A large segment of United States industrial production would have 
to shut down, lay off workers, reduce consumer demand in the United 
States for farm commodities for lack of raw materials and lack of 
foreign markets. 

United States farmers’ cost of production and consumers’ cost of 
living would rise because of our not being able to buy imported 
goods. 

In the entire free world, including the United States, production and 
living standards would be reduced. “Stomach communism” in many 
areas of the world would be promoted. A “fortress America” would 
be inevitable. 

If we want this, if we want to “go it alone,” it can be done with pre- 
clusive protective embargoes and tariffs against imports; expansion 
of “Buy American” policies; refusal to support the United Nations 
and its specialized agencies; and stopping United States economic 
aid to nations of the free world. 


EFFECT OF CARTEL OPERATIONS 


_ The cartel-dominated road to scarcity and chaos: 

The other road to scarcity is to rely exclusively upon cartel- 
dominated, so-called free international trade. 

We can do this by repealing our tariffs, abolishing our embargoes 
against competing imports, such as sugar, wool, feed, grains, barley 
and dairy products; stopping United States economic aid to other 
countries; abolishing the United States Export-Import Bank, the 
International Wheat Agreement, pulling out of World Bank and In- 
ternational Monetary Fund, refusing to implement Reciprocal Trade 
Agreement, and repealing section 22, and the escape clause. 
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International trade would then be dominated by international pri- 
vate cartels—huge international trade monopolies. Only the farm- 
ers and other raw material producers of the world would fully enjoy 
the fruits of competition. 

Foreign countries could not be expected greatly to reduce their 
government restrictions on trade and currency exchanges. United 
States farmers and other primary producers would be set free in an 
administered-price market dominated by foreign government regu- 
lation and international private cartels. 

Selling prices received by United States producers would be un- 
certain and artificially low. Buying prices paid by United States 
consumers would be uncertain and artificially high. 

The world price of farm commodities and other raw materials such 
as tin, rubber, and iron ore would fluctuate greatly from month to 
month and year to year. This would discourage productive invest- 
ments and retard free world economic expansion. 

Neither of these scarcity roads is the right road. 


COMMONSENSE ROAD TO PEACE AND ABUNDANCE 


The road to peace and abundance is through negotiated interna- 
tional regulation of expanded international exchange of materials— 
greater international economic cooperation and coordination, prefer- 
ably through international agreements and agencies comprised of 
many nations. 

To move in the direction of peace and abundance, we need to open 
the door to the negotiation and establishment of an international food 
and raw materials reserve, and an international development agency 
such as SUNFED. 

In addition, we need to continue and to improve operation of the 
reciprocal trade agreement, with ratification of an international 
trade agency truly consistent with the purposes of the agreement. 

We need additional international commodity agreements. Such 
an agreement is needed for each and every raw material that enters 
unportantly into international trade. 


BENEFITS OF INTERNATIONAL COOPERATION 


The kind of international cooperation I am talking about would 
be consistent with the kind of freedom and security we enjoy under 
the United States Constitution and Bill of Rights. 

And I see expanded international cooperation as a means of expand- 
ing the kind of democratic liberties and rights and the kind of na- 
tional self-determination enshrined in the Declaration of Independ- 
ence and the United States Constitution and Bill of Rights. 

With international cooperation of the kinds I have mentioned—the 
food and raw material reserve is an excellent example—we will move 
one toward : 

‘ncouragement of investments. 

Stabilization of markets. 

Promotion of increased production in participating nations. 

Reduction and ultimate climination of famine, chronic undernutri- 
tion, and chronically low living standards. 

Establishment of a system of public schools in participating nations. 
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There are still many nations where primary producers who make 
up a greater percent of the population are still subject to wild fluctu- 
ations of markets and monet: iry exchanges. 

With the shrinking of the world through improvements in com- 
munication and transportation, it is our considered and mature judg- 
ment that such wild ups and down must be ended. Greater stability 
of prices and incomes in the lesser developed areas will be of benefit 
both to United States citizens and to the citizens of the other free and 
democratic “have” nations. 

More effective means of distributing our abundant food and that 
of other nations through an international reserve would greatly 
strengthen the United States position among peoples in Asia, the 
Middle E ast, Africa, and even Latin America. 

These people are trying to ciimb out of hopeless poverty and de- 
pendence to the kind of security and freedom we enjoy under our 
Constitution and Bill of Rights. 

The kind of commonsense ‘foreign policy which would result in the 
United States taking the lead in the negotiation of a plan or agree- 
ment for a world food reserve is the only policy that is consistent with 
an expanding full-employment domestic economy where the needs and 
aspirations of United States family farmers can be met. 

Such a commonsense foreign policy is more in line, also, with na- 
tional security aims. 

And I would like to say, furthermore, that it seems to me in some 
of these nations, and [ heard you mention some of them yesterday, 
Senator Humphrey, Mr. Chairman, their big problem is to get their 
economic airplane off the ground. They cannot get up enough speed, 
economically speaking, at the present. time to. get their economic 
engine or airplane off the ground; and with growth of population, and 
all the problems they face, they are just about keeping even. 

They may be gaining a little in some sectors, but the provision of 
a stable and continuing and reliable food supply for nations, such 
as India and others that you mentioned, would certainly enable them 
to make longer range plans and to be sure that they could carry those 
plans into effect without the disastrous results of inflation and defla- 
tion and the erratic status of their economy. 


SLIDING-SCALE FARM PROGRAM AN ALLEGED HANDICAP 


The sliding-scale farm price and income policy now being operated 
by the administration is both a detriment and handicap to an intelli- 
gent and effective foreign economic policy. 

Exclusive reliance for farm income protection on market price 
propping serves as an artificial suction to draw in unneeded imports. 
This, of course, invites counteraction by the imposition of tariffs and 
import quotas. 

he exclusive use of market price propping of sliding-scale farm 
price supports may also build up in government ownership a stock 
of commodities beyond the need for an adequate national safety re- 
serve. When this happens and such stocks are put into a special set- 
aside, as has been done, for special foreign distribution of the dump- 
ing variety, these stocks become a burden on and a threat to trade and 
economic development all over the free world. 
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This is the situation which causes the frequent controversy be- 
tween the Department of Agriculture and the State Department. 
We have seen an example of this situation recently as the United 
States sought ways to expand exports of cotton which, while needed 
and of great value to some countries trying to upgrade living stand- 
ards, were a threat to the international cotton market. 

The function of an international reserve would be to move cotton 
into consumption while preventing economic destruction of produc- 
ers and other handlers. 

Our domestic farm income-protection program can and should be 
made full consistent with the commonsense peace and abundance kind 
of foreign economic policy. 

Favorable consideration of the resolutions before you is a logical 
step in solving problems of primary producers, both in the United 
States and the other nations where our kind of democratic liberty 
is being sought. 


BARGAINING POWER FOR FARMERS 


Farmers today must buy a very large part of the machinery and 
supplies used for farm operations. They sell a very large part of 
what they produce. The terms they trade on make a big aiseénce 
in the standard of living the family is able to earn. 

The prices of things that farmers buy, both production and family 
living items, are retail prices like the prices all consumers pay. These 
retail prices, and the wholesale prices behind them, are administered 
prices—prices set by manufacturers, money-market bankers, railroad 
companies, and others, on the basis of their ability to withhold sup- 
ply to maintain the set price. 

Experience has shown that these prices paid by farmers and con- 
sumers rise fast enough in periods of inflation. However, experi- 
ence has also shown that the prices paid by the farmers for things 
and services they must buy from nonfarmers do not drop very much 
even in periods of economic stagnation. 

This is because manufacturers and the others protected by tariffs 
and corporation laws and Government commissions can hold down 
production and maintain price, partly because of the small number 
of firms in each industry. 


ECONOMIC STABILIZATION AT EXPENSE OF FARMERS 


Senator Humpnrey. Mr. Patton, at that point, just a digression. 

During the depression commodity prices on the part of raw material 
producers dropped as much as 60 and 70 percent, while the prices of 
manufactured goods dropped as little as 6 to 10 percent, 12 percent. 

Those prices are relatively static, they are relatively inflexible; they 
are administered prices, they are built-in prices, and you can have 
the whole world practically collapse around you, and those prices 
stay relatively firm. 

I read a notice there was a lead article in one of our trade journals, 
and it was commented upon on the radio and television, as an explana- 
tion of what has been happening to the cost of living: and at long last, . 
the leading economists—this was out of one of these economic confer- 
ences—have admitted that the only reason the cost of living has been 
relatively stabilized since 1952 is at the expense of farm producers. 





74 INTERNATIONAL FOOD BANK AND RAW MATERIALS RESERVE 


Now, this was stated in a conference of one of our big universities, 
men of the caliber of Sumner Slichter, economists of renown and of 
fame, and they are now openly stating that the American economy 
has been stabilized at the expense of one group in the economy; in 
other words, this farm producer is paying for our foreign policy, 
as the Assistant Secretary of State said here yesterday, and as Mr. 
Butz from the Department of Agriculture said here yesterday, that 
we have had a food and fiber reserve for the whole world, we Ameri- 
cans, and it has been taken care of by the farmers and the Department 
of Agriculture. 

In other words, the Commodity Credit Corporation is bearing the 
expense for an international food policy sponsored unilaterally by 
the United States; and then we are holding the farmers accountable 
for it as a farm subsidy. 

Mr. Patron. That is right. That is my view. 

Senator Humpurey. And the farm community has borne the brunt 
of stabilizing the cost of living in the United States, and this is a 
fact that is indisputable, and it has to be driven home. 

I happen to believe if you are going to make concessions in your 
foreign policy, that the whole Nation ought to pay for it. 

Mr. Parron. It is the whole Nation’s ‘policy. 

Senator Humpnurey. It ought to be a whole Nation’s policy rather 
than a policy the burden of w hich falls upon a select group. I happen 
to believe that if you are going to try to stabilize the cost of living, 
the whole Nation ought to pay for it, rather than just a handful of 
people. 

Mr. Parron. We don’t ask the manufacturers of airplanes to take 
a reduced price when they send something over to Vietnam or some- 
where else. 

Senator Humrurey. No; and you do not notice the automobile 
producers, who have over 900,000, about a million, cars now in surplus 
production—which, by the way, is a greater percentage of surplus 
related to total production than agriculture has ever had in its wildest 
moments; there is just no comparison. This is about one-fifth to one- 
sixth of the maximum production. 

Mr. Patron. And the other surplus is—— 

Senator Humpurey. It has not reduced the price of a car one nickel 
to the wholesaler or the distributor. 

Mr. Parron. The other great surplus is the tragic unemployment 
of 250,000 workers who are not producing commodities that could be 
used. 

Coming back to your original statement——— 


ECONOMIC FORCES IN THE UNITED STATES 


Senator Iumeurey. I am going to have a little something to say 
about that in the Senate. The Wall Street Journal has been doing 
some wonderful articles lately on what has been happening in our 
economy. ‘That is considered to be a reasonably conservative journal. 
The Wall Street Journal has been warning this country of what is 
happening in certain commodity areas and what is happening in the 
economic picture. They are warning us that there are danger signals 
ahead. 
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I happen to know that their top economists are deeply concerned. 

I am not saying that this is something to become panicky about or 
something to be concerned about. 

Senator Arken. I wonder what the automobile industry would do 
if, like some of the farm commodities, they took that 900,000 surplus 
and distributed them overseas where they are short. 

Senator Humpnrey. In fact, that is what they do do. 

Senator Arken. But I was suggesting that possibly the Govern- 
ment might take those cars, put all the men back to work, turn them 
over to other countries and reduce the price. 

It would take a lot of work building roads to run them on, I imagine. 

Mr. Parron. That would be good, too. Let them build the roads, 
help them build the roads. 

Senator Arken. Yes; I think we ought to help them build the roads. 
Probably one of the best things we can do in some of these foreign 
countries is build roads. 

Senator Humpurey. Maybe we ought to build more of them. 


PATTERN OF PRICE FLUCTUATIONS 


Mr. Parron. Our problem, Mr. Chairman, is we keep up our pro- 
duction even when our prices drop, we keep up our production, but we 
cannot keep up our prices. 

And in the thirties, as is true to a much less degree now, agriculture, 
I think, in even a drought, only dropped about 3 percent in produc- 
tion, but our prices dropped as much as 70 percent. 

Whereas many of the manufacturers who sold equipment to agricul- 
ture even dropped their production by 70 percent, but their prices, as 
I reeall it, averaged about a 16 percent drop; some of them were more, 
some of them less than that, but I believe the average was about 16. 

Well, in that kind of an economy, we cannot possibly win, economi 
cally speaking, in the long run. If industry today were to drop the 
price of automobiles at the same rate that agricultural prices have 
dropped, or in proportion to their production, and keep their produc 
tion up, then we would all be in a parity relationship. 

Senator Humrrmey. If the price of automobiles were geared to the 
price of wheat, you would be buying a car for one-half of what you are 
buying it for now. Wheat sold for about $3 a bushel in 1946. You 
could buy yourself a mighty good car for less than $2,000 then, a good 
car; I mean the top-grade car, 

Wheat now sells for less than $2 a bushel; and the same automobile 
is up to $3,600 or $3,200. 

And may I say that it costs just as much to eat out in the country and 
drive your car in to the town as it does in the city. I am not speaking 
from theory. I have just been in a little meeting relating to business 
in the farm area. 

The rate of nonpayment on checks in retail business in some areas 
of this country is threefold what it was a year ago. I mean checks 
are written out where there is no money in the bank, by good people, 
people who have not done it since the depression. 

The rate of inability to collect on medical bills, and I am familiar 
with this, has doubled. ; 

Mr. Parron. That is right. 
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Senator Humpurey. You just cannot keep up to it. In fact, I had 
a call last Sunday, as I said here yesterday, from people out in a 
neighboring State where our family business is located, where they 
are hard pressed for surplus feed for their cattle. They have not 
been declared an emergency area, although farmers are now selling 
their cattle on forced sales. 

If you do not think this affects business, why, you try it for size 
sometime, particularly when you have got an inventory of about 
$100,000 of retail goods setting in your basement, and the bills coming 
due, and the business is not there, and it is beginning to hurt. 

Don’t take my word for it. Just take the bankers’ word for it. 
They are the ones really telling you the story. 

I want to say I think it is “must” reading today to read even trade 
publications such as Business Week, I mean economic publications. 
We are ignoring what is happening in these publications and what 
they are reporting; and they are reporting the truth. 

And I will tell you why they are reporting the truth: Because 
their readers have got to know the truth. When the Wall Street 
Journal has a series of articles setting up the warning signals, it is 
exactly like the Weather Bureau telling the pilot on a commercial 
airliner, “Look, there are thunderstorms ahead. If you want to be 
a good, safe pilot, you just want to veer around those thunderstorms. 
If you want to be just a plain darned fool, fly into them.” 

But I hope they do it alone, without anybody abroad. 


CONTROLS ON CREDIT 


Mr. Patron. One of our cooperative supply operations reported 
the other day to me that for the first time in their history, and they 
were founded back in the late thirties, as I recall it, they have gone 
on an absolutely cash basis because of the conditions, the credit condi- 
tions and the general economic conditions of farm people in their 
community 

Senator Humpnurey. I am going to make a prediction to you, Mr. 
Patton. 

Mr. Patron (continuing). Which means they are going to be out 
of business. 

Senator Humpnrey. I predict the Federal Reserve Board will change 
its discount rate very shortly. 

Mr. Patron. Of course, I have been 

Senator Humpurey. I will predict they will do it because they 
cannot do anything else but; sak I also want to say they made a grave 
error in establishing this high discount rate just a few weeks ago. 
Everybody, including the Secretary of the Treasury, who is not known 
as a liberal economist, is saying this new discount rate which has raised 
interest costs and tightened credit has been a very serious economic 
blow. It is hurting housing, it is hurting construction, it has slowed 
up consumer credit, it has caused a very serious matter in the economy. 

I hope all groups in this Government will unite to remind the Fed- 
eral Reserve Board that it is not exactly an agency that can just do 
things as it willy-nilly will. It has public responsibility as well as 
responsibility to its member banks. 
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Mr. Parton. Well, they saw a fly speck of inflation on the side of 
the barn, and took a ball bat and knocked the whole side of the barn 
out, that is what they have done. 

And you talk about businesses having credit. Farmers are in even 
worse shape on credit, because this has not only upped their cost of 
credit but it has of necessity made the small banker—and he has not 
any choice, I am not blaming him—he has had to tighten up. That 
was caused by the drop in prices. 

You go in and borrow on a $300 cow, and when the cow drops to 
$100, you haven’t got any credit equity left, and that banker is in 
a tough spot. 

Senator Humrpurey. We got off the subject, but I would just like 
to let my prediction stand. And there are no Humphreys I know 
of, even in the Old or New Testament, as prophets, but I am willing to 
make this propheey and bet quite a few years of my life on it, that 
I will predict the Federal Reserve Board will have to retreat from the 
position it has taken. 

Senator Arken. Was there not an announcement in the paper yes- 
terday? It said they anticipated it. 

Senator Humeurey. I did not see it. I did not get a chance to 
read the New York Times, Senator. I was here at this hearing 
yesterday. 

But I think that, may I say, my 17-year-old daughter, who under- 
stands at least what it means to get a weekly allowance, knows that 
things are not what they used to be with this kind of credit policy. 

I hope, and I am only saying this because I want my voice to be 
heard as one Member of this Senate, I think this is a very serious eco- 
nomic matter which relates not merely to farming, Mr. Patton 

Mr. Parron. That is right. 

Senator Humrurey. It relates to the total economy. 

I noticed Senator McNamara’s talk here in reference to the auto- 
mobile industry. This isa very serious matter relating tothem. And 
in housing it is getting more serious, and particularly when banks are 
asking very excessive carrying charges for the loans they are making. 

Well, let’s go to this other business. 

Mr. Patron. I would just like to say that I sincerely hope that your 
prediction comes true today. 

Senator Humrpurey. It should have been true yesterday. 

Mr. Parron. Because the longer this thing goes on, the greater the 
effects. It pyramids. 





DISTRIBUTION DIFFICULTIES 


Senator Arken. I think there is some difficulty in our distribution 
system, not only in agricultural products but in farm machinery 
as well, because we get reports of layoffs in the factories, and then 
when I go home they tell me they cannot get the equipment, that it 
just does not come through. 

One dealer spoke to me Saturday and said he had orders for any 
number of hay balers, and he cannot get them. 

Senator Humrpurey. I have heard that, too. 

Senator Arken. There is something wrong somewhere. Whether 
there is an artificial shortage being created or what the situation is, I 
do not know, but it doesn’t make sense to have complaints of a drop 
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in manufacturing and inability of those who would use those com- 
modities to get them. 

Senator Humpurey. I have heard that same complaint, Senator. 
It has been a quandry to me how, on the one hand, you can have layoffs, 
and on the other hand have some of your local dealers unable to service 
the customers who are really coming in and asking for it. 

Senator ArkeNn. The biggest complaint I get is inability to get labor 
on a dairy farm at any price, and they want equipment to take the 
place of hired labor, and they are having trouble getting it. 


CONDITION OF UNITED STATES FARMERS 


Mr. Parron. Going on, Mr. Chairman, Manufacturers can do so 
profitably because overhead fixed costs are a small proportion of total 
costs, thus enabling them to make large cuts in costs as a result of re- 
duced production. 

On the other hand, farmers in the United States and in other nations 
sell in competition with each other. None of them controls a signifi- 
cantly large enough share of the total market to raise prices received 
by withholding supplies from the market. Nor have they been able 
successfully to band together voluntarily to do so. 

Moreover, unlike the industrialist, a farmer’s fixed costs are a very 
high proportion of total costs. He cannot reduce costs much by cur- 
tailing production. Operating alone, the only “out” for the individual 
farmer is to produce more for as long as he can; to raise gross income 
by increasing volume of sales. 

In competing with each other to do so in the past year by obtaining 
more land, farmers have bid up land values in the face of falling 
income. The increased supply resulting from 3 million farmers each 
doing this causes a very large drop in prices received by farmers. 

The nature of demand for f and clothing is such that a small 
percentage increase in supply or decrease in demand will cause a six- 
times greater percentage drop in prices received by farmers. 

The net result of farmers’ adverse terms of trade is chronic farm 
economic depressions when farmers are not protected from the forces 
of the scienibed free market. 

The indication of recent history is that even in a relatively full em- 
ployment economy, farm family incomes will drop continuously about 
5 percent per year in the absence of fully adequate specific govern- 
mental farm income protection programs. 

This drop will continue until such time as farm families exhaust a 
substantial portion of their assets and net worth, until they are living 
in utter poverty and have worn out their capital equipment and ex- 
hausted their soil and water resources. 

Fair trade or bargaining power for farmers, both in the United 
States and in other nations, can be a reality. An international food 
reserve is a means of bringing a measure of stability to the prices and 
incomes of primary producers. 


SOUND ECONOMIES IN LESSER DEVELOPED NATIONS 


The United States is appropriating funds to be used on technical 
assistance and economic aid programs in the lesser developed nations. 
National Farmers Union fully supports the moves we have made in 
this direction. 
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In this connection, however, I call your attention to the fact that a 
prosperous and sound economy is not something that can be attained 
by status quo. We have learned this lesson in the United States. 

We know that an expanding economy is made possible by many 
actions, and that these actions must be continuing or else a sound, 
thriving economy can change into a full-scale depression. 

Senator Humenrey. Mr. Patton, may I ask you this: Would you be 
willing to place the rest of this in the record ? 

Mr. Parron. Yes, sir. 

Senator Humpurey. You know what our problem today is with 
reference to our session downstairs. 

Mr. Parron. Yes, sir. 

Senator Humpnmrey. And we would like to ask a few questions and 
get your views. I know Senator Aiken wants to ask Mr. Dodd, former 
Director General of FAO, some questions. 

Mr. Parton. Yes, sir. 


DANGERS OF PRICE FLUCTUATIONS TO UNDERDEVELOPED COUNTRIES 


In the lesser developed areas our economic and technical assistance 
may come to naught unless some measure of stability can be brought 
to bear on primary industries which are the basis of the nations’ 
economies. 

Probably the most persistent, most disturbing and most perplexing 
of modern economic problems is the human suffering and relative 
stagnation enforced upon primary producers by the extreme ups and 
downs in the prices of raw materials and, consequently, in their 
realized and expected incomes. 

The problem is serious in all the more highly developed nations. 
It is even more seriously present and damaging in the lesser developed 
nations. 

Wide swings im raw material prices present prospective investors in 
raw material development, whether persons, firms or states, with a 
very large range of variation in expectations as to returns that will be 
earned by opening up and developing an augmented raw material 
supply. 

This condition is one of great risks where at any moment not only 
might part of the investment be rendered valueless, but earnable re- 
turns may even fail to cover day-to-day operating costs and the entire 
enterprise will have to be shut down with attendant loss of income and 
human suffering. 

Faced with such great uncertainty in expectations, both states and 
individuals are hesitant to open up or expand enterprises that are 
currently profitable but which may at any time dip drastically below 
the break-even line through no fault of the enterprise management 
itself. 

The multiplication of this kind of situation throughout farming and 
all other raw materials industries puts a very severe damper upon the 
rate of economic development in these industries. 

This slowing down of the rate of expansion in raw material indus- 
tries not only reduces the supply of such materials to meet human needs 
and to fuel manufacturing and other secondary industries; it also holds 
down the purchasing power of persons and firms on the raw materials 
sector and thus cuts down on sales, scale of operation, and conse- 
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quently on income and purchasing power of the industrial and service 
segments of the economy. 

Consequently, the entire economy idles along at a lower rate of pro- 
duction and expansion than should or needs to be the case. 

In the more highly industrialized nations the symptoms are seen 
in chronically depressed industries like farming and coal mining in 
the United States. Among the lesser industrialized nations, a drop 
in raw material prices can bring an entire nation dangerously close 
to bankruptcy, and can directly cause a widespread drop in personal] 
income and standards of living of the entire population. 

Such protective or evasive action when taken unilaterally by differ- 
ent nations helps to solve the problems caused by fluctuating raw 
material prices only at the cost of reducing the magnitude of inter- 
national exchange of commodities, and thus results in the loss by each 
and all nations of the advantages of specialization. Everybody in 
all nations has less real income and a lower standard of living than 
they might otherwise be able to attain. 


STABILIZATION OF PRICES THROUGH SENATE RESOLUTION 85 OR 86 


Through the administrative machinery of an international food and 
raw materials reserve or world food bank, the stabilized price of each 
different raw material that enters importantly into international trade 
would be negotiated and agreed upon. 

The reserve would thereafter stand ready at all times to buy any 
raw material commodity offered it at an agreed-upon stabilized price, 
and would stand ready to sell such commodities at or above the agreed- 


upon stabilized price. 

The industry of advanced nations is chewing up basic resources at 
a tremendous and rising rate. For example, the United States, which 
has 7 percent of the world’s population and 30 percent of the world’s 
natural resources, accounts for 70 percent of the world’s manufactured 
goods. 

The United States is using up its resources base at a very rapid 
rate, and very much faster than the rest of the world. To be secure 
in our rising living standards and to retain the resource base for an 
expanding economy, we must assure ourselves a stabilized source of 
supply of the raw materials for our manufacturing industry. 

The same situation is true in other industrial nations, such as the 
United Kingdom, France, Germany, and Japan. The thought-pro- 
voking details for different commodities were thoroughly considered 
in the Paley report of several years ago. 

Highly industrialized nations could depend entirely upon private 
industrial concerns to make long-term contracts with raw material 
producers in other lands. And this should be done. 

But it can only be successfully and securely accomplished under 
the protection and encouragement by governments and international 
economic accords. 

These latter conceivably could be reached exclusively through bi- 
lateral arrangements between the United States and foreign nations; 
one nation at a time, one commodity at a time. However, no supplier, 
private enterprise or State, wants to become dependent exclusively on 
one buyer; nor does any importing nation or industrialist want to be- 


come dependent upon only one seller. 
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Through an international food and raw materials reserve, exporting 
nations can obtain assured long-term stabilized markets and importing 
nations can obtain an assured long-term ample supply at stabilized 
prices of imports on terms that will not injure domestic producers 
who must sell their commodities in competition with imports. 

The international food and raw materials reserves or world food 
bank would operate in coordination with the International Monetary 
Fund and the World Bank. Many of the national restrictions we now 
have that hold down greater international exchange of commodities is 
the desire of nations to preserve their monetary position in different 
currencies, particularly dollars and pounds sterling. 

The international food and raw materials reserve would completely 
eliminate this problem by operating in terms of all currencies on the 
basis of internationally agreed-upon official exchange rates. 

As you consider the resolutions before you, keep in mind that they 
do not establish an international agency, but merely call upon the 
President to undertake negotiations with other nations toward that 
end. 

Agreement or agreements reached would, of course, be subject to 
review and ratification by the Senate of the United States. Appro- 
priations for our share in operation of an international food and raw 
materials reserves would be possible only through favorable action of 
both the Senate and House. 


SUPPORT FOR RESOLUTIONS REITERATED 


The imperfections in the resolutions before you have been picked 
out and dealt with by administration witnesses. As imperfect as the 
resolutions may be, and we all can appreciate the problems involved 
in developing a food reserve agreement satisfactory to many nations, 
the concepts involved have their roots in the still unsolved problems 
of extreme human need—starvation, economic stagnation, and poverty 
throughout the world in the midst of surpluses of raw materials that 
cannot be sold at prices that will return an adequate stable income to 
producers. 

I hope you will keep uppermost in your consideration these con- 
cepts. ' 

I appreciate the apport of appearing before the subcommittee. 
And I am especially appreciative of the interest and support evi- 
denced by the scheduling of this hearing. 

I urge you to give favorable consideration to Senate Resolutions 85 
and 86. There certainly can be no ill effects from opening the door 
to negotiation of an agreement for a world food and raw materials 
bank or reserve. 

Senator Humpurey. Senator, do you have any questions you want 
to ask Mr. Patton at this time? 

Senator Arxen. Of course, there are a thousand and one questions 
I would like to have discussed, but I know there is simply not enough 
time to do this. 

As I understand it, what you propose on the world food bank is to 
maintain a stable supply of food which would prevent excessive prices 
to those in need or complete lack of food to those in need. 

Mr. Parton. That is right. 
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Senator Arken. And also assure a reasonable return to the pro- 
ducer of the food. 
Mr. Parron. That is right. 


EFFECT OF DIFFERENT PROBLEMS IN DIFFERENT COUNTRIES 


Senator A1ken. That would, in effect, necessitate some form of price 
support to the consumer. I was wondering if you would run into 
the difficulty of the different levels of production costs in the different 
countries, run into some such difficulties as we do now where bilaterally 
we undertake to supply food and fiber to a certain country, and prob- 
ably there would be opposition from some other producing country 

Mr. Parron. I think it undoubtedly would, Senator. We have 
asked the IFAP, the International Federation of Agricultural Pro- 
ducers—they have been doing some work on an international parity 
index; and have also asked the FAO to undertake such studies. 

There undoubtedly would be any number of problems, but I think 
it would move in the direction, I am completely convinced that it would 
move in the direction, of eliminating some of the problems we have 
now ; because at the present time, as you know, we have both quantita- 
tive and quilitetive restrictions, import t and export restrictions, in 
many countries. 

Senator Arken. Yes. 

Mr. Parron. And you have an artificial pricing. And one reason 
for that, I am convinced, at least in the Western European countries, 
is their tragic experience during two World Wars. Some of those 
nations feel, I am sure, that they are just never again going to be 
caught with the starvation level of food supply they have experienced. 

And I feel that such a reserve as we are discussing here would 
enable them to substantially shift their policies. 

Senator Arken. Of course, when anyone thinks of food shortages 
they are likely to think in terms of Southeastern Asia, South Asia, 
in these days. 

Mr. Parron. Yes, sir. 

Senator A1ken. As a matter of fact, we have some food shortages 
in this country. 

Mr. Patron. In the United States? 

Senator Arken. In the United States. Undoubtedly the more well- 
to-do nations in Western Europe have that. But I know when we 
talk about selling rice or wheat, even wheat, at reduced prices to 
some countries in Asia, the question immediately comes up, you are 
interfering with the economy of, well Burma and Thailand, usually. 

So I can see a great many difficulties in the way, and I presume it 
would take a long time, a period of years, before it could be worked 
out so that it would tend to overcome the difficulty. 

I do not suppose, so long as human nature remains as it is, you 
will completely overcome it. 


COMMERCIAL AND SOCIAL MARKET 


Mr. Parron. I think at the outset, Senator, one must recognize 
what seems to me to be a fact, and that is that there are two markets 
in the world. There is the ‘commercial, what we call the regular 
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commercial trading market, which at the present time is quite well 
filled, and is supplying about all or is able to supply all that the 
effective market, that is, the purchasing power of the people of the 
world can take. 

The second market is what I choose to call, for want of being able 
to think of a better term, a social market, and that is where I have pro- 
posed repeatedly that multilaterally, through either FAO or through 
some agency which would be established, such as the sroposal of 
SUNFED, that the better-off nations of the world, particularly the 
nations of the Atlantic community, pool their resources, not only in 
terms of food but even in terms of manufactured items, to help not by 
gifts but by long-term loans and other devices, to help the developing 
countries in the world get their economic airplane off the ground. If 
that development were made I think you would begin to get at the 
answer of the commercial market. 

Obviously, those engaged in the commercial market and some of the 
countries, even, depending upon the returns from the commercial 
market, would object; whereas if the food and materials were put into 
areas where there was not adequate purchasing power—well, you had 
the same idea in your food stamp plan, of which you have been a 
proponent for years, in relation to this country, recognizing that there 
is, even in America, a substantial number, 20 million - people, maybe 22 
million, who do not have at the present time sufficient income to buy 
the kind of nutritious foods they need. 

Senator ArkeNn. I do not want to take the time now, because you 
are discussing a subject, one of the most interesting subjects in the 
world today, « one where the discussion relating to it will have to go 
on and on for a long time. 

Mr. Patron. That is right. 

Senator Arken. It is very intriguing, but I realize that we cannot 
go into all the things today. In fact, nobody can forsee all the vari- 
ous things which would arise in connection with it at this time and, 
like farm programs, I suppose it will be with us and subject to con- 
stant change. 

Mr. Parron. Right. 

Senator Arxen. I have no more questions at this time, Mr. Chair- 
man, 

However, I did want to ask Commisioner Dodd a question before I 
have to leave. Over in the Agriculture Committee we are engaged 
in a discussion on conservation of soil and water which is very impor- 
tant. 

Senator Humpnrey. Stay right here, Mr. Patton. 

Come up, Mr. Dodd. I want to have Senator Aiken have the op- 
portunity to pose a question to Mr. Dodd. 

We welcome here this morning at this hearing, we are very fortunate 
to have, a man of his background in the field of agriculture and inter- 
national organizations as a witness. 

We are very pleased and honored that you would come with us. I 
want to let Senator Aiken just open up on you right away. 

Senator Arken. I just want to get information. Over the last 
16 years I have had very profitable conversations with him. 
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STATEMENT OF NORRIS E. DODD, FORMER UNDER SECRETARY OF 
AGRICULTURE, FORMER DIRECTOR GENERAL OF FOOD AND 
AGRICULTURE ORGANIZATION 


Mr. Dopp. I want to say, over the years we have talked these prob- 
lems over a good many times. 

Senator Arken. And I always enjoy discussions with him; and I 
well recall discussions we have had during the time you were Director 
of the FAO, and some of those discussions dealt with the subject which 
is now being taken up by the committee. 

I recall that during those years the United States delegation turned 
thumbs down on the proposal to set up a World Food Bank, and I was 
wondering whether you, as a member and Chairman—were you Chair- 
man of the United States delegation, as well as elected Director Gen- 
eral of the FAO? 

Mr. Dopp. Yes, sir. 


REASON FOR STATE DEPARTMENT OPPOSITION 


Senator AIKEN (continuing). Whether the United States delega- 
tion acts in accordance with the desires of the State Department, or 
what prompted that situation. 

I assume—this is purely an assumption—that you may be here to 
support something of this measure today, and I was wondering how 
it happened to change from an undesirable proposition a few years 
ago to one which at least many of the witnesses, I guess all of them 


today, most of them, have considered desirable now. 

That is why I was wondering whether you were acting in accord- 
ance with the desires of the State Department in 1946, 1949, and 1951 
proposals. 

Mr. Dopp. Senator, I am sure you are aware when it was decided to 
send a delegation to any international meeting or to visit certain areas 
of the world and to look at the food situation, there were meetings 
held by the representatives of Agriculture, State, generally Treasury, 
sometimes Labor; and the position taken by the person who did repre- 
sent the United States would be the considered and agreed-upon posi- 
tion brought out by all of the agencies in showing their interest in the 
matter. 

I don’t think you could say that the United States Department of 
Agriculture, the Secretary of Agriculture, dominated those commit- 
tees. I don’t think you could say that the Department of State domi- 
nated those committees. 

Generally, the State Department, for some reason or other, might 
have some interests that the Department of Agriculture had over- 
looked ; but generally when a man was delegated as the United States 
representative, he took forward the views of the various agencies of 
the United States Government, else he would not have been a delegate 
very long. 

Senator Arxen. I would imagine not. 

Mr. Dopp. That is right. 

Senator Arxen. Of course, the State Department is concerned not 
only with the domestic situation, but also in maintaining as well as 
they can harmony and balance between other countries, producing 
and consuming countries of the world. 
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Mr. Dopp. I will say when I was a United States delegate to the first 
FAO Conference in 1946 when the World Food Board was proposed, 
that the State Department and the Treasury Department, none of 
them were opposed to the idea, and were willing to go quite a way 
toward considering it. 

They did not give the plan approval after it was finally gone into. 

Senator Arken. As I recall, too, from an earlier discussion, one 
of the objections toward the World Food Bank was the matter of 
physical handling of the commodities, where would they be stored, 
the rotating, of the commodities. 

For instance, if you stored, we will say, wheat for 3 or 4 years, 
it should be moved out and more moved in. And was not the cost 
of doing that one of the reasons why the Food Bank was turned down 
at that time, not only by the United States but by the United Nations 
and FAO as well, as I understand it? 

Mr. Dopp. Well, I would not say it was turned town by the FAO; 
by many member nations of FAQ, the idea was not turned down. 

Senator Arken. Well, the ones who were to furnish the com- 
modities turned it down, did they not? 

Mr. Dopp. I think that after 2 years’ study, we had these various 
economists from different parts of the world come up with the idea 

called the clearinghouse. I think the biggest objection was the cost. 

Senator Arken. Yes. 

Mr. Dopp. And the possibility it might cut across some lines in 
regular trade. Not the cost of storage, but you could not operate 
a bank of that kind, the clerainghouse, without funds. 

Our proposal was that they put up, each country put up, money 
commensurate with their income and all, and we establish a line of 
credit which would be some 10 times the amount of their actual 
capital. 

It was a great cost that would be involved. You see, the proposal 
as it was finally adopted for recommendation was that you would 
take country X’s local currency, you would put that aside, and the 
chances are that you would loan that money back to that particular 
country for economic improvement, figuring that the cost of your food 
and fiber for the laboring man was the biggest part of the cost for these 
projects, building dams or roads or what have you. It would be a 
long-time proposition before you got your money back, under any 
consideration. 

Senator A1ken. Yes. 


IMPRACTICABILITY OF WORLD-PRICE SUPPORTS 


Mr. Dodd, at that time had the question of price supports for agri- 
cultural products in different countries of the world come into ‘the 
picture, or is this something new ? 

Mr. Dopp. No, no. The question of price supports in the various 
countries of the world—most every country of the world had price 
supports long before we had them in the United States. 

Senator Arken. Would you anticipate there would be considerable 
difficulty in applying price supports on a worldwide basis? Would 
you apply them on the basis of what costs, average world costs, 
average requirements, or what ? 

Mr. Dopp. Personally, Senator, I don’t think you could have any 
system of worldwide price supports. Holland, for instance, will con- 
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tinue, and Switzerland even more so will continue, to have the price 
of some commodities way above world prices. There is nothing you 
can do about it. 

I have sat with them and argued with their Ministers of Agricul- 
ture and others; but they think, for reasons of national security, they 
need a $4 price for wheat, and they are going to have a $4 price for 
wheat. 

Senator ArkeN. That strikes me as being a rather insurmountable 
difficulty until the per capita wages, income, and so forth, become 
more equalized throughout the world. 

Mr. Dopp. I don’t think that necessarily needs to enter into it, Sen- 
ator. 

NEED FOR FOOD IN PARTS OF THE WORLD 


Mr. Patton made the statement a while ago that there are two mar- 
kets for commodities. I have been privileged to travel the world pretty 
well, in agricultural areas particularly, of every country that I know 
of which was recognized as a country. In most of them, most of 
the people are hungry. They don’t have a chance to have access to 
food that even amounts to what we would consider a very mmimum 
standard of diet. 

And traveling through South Africa, East Africa, at the end of 
every little wadi there was a building there they called a schoolhouse. 
| suppose we visited 50 of them, full of kids, just bursting at the 
seams. They want education; they are going to try to get it. 

Somebody had sold them the idea of a school lunch, that these kids 
should have some food. They didn’t have very much at home. And 
the native women met there every day, and with their iron kettle fixed 
a bowl of mush—we would just call it cornmeal mush; they call it 
mealy meal. But it was nothing more than a little cornmeal and salt. 

At the time we were talking about a terrible surplus of butter and 
of dry skim milk. At the same time, you remember, they have this 
terrible disease kwashiorkor, which is a malnutrition disease, and dry 
skim milk is a relief for it. 

If we made it possible to have those people throw into the kettle a 
pound of butter or dry skim milk, it would have reduced our surplus, 
and think what you would have done for the children in that country. 


FOREIGN EXCHANGE DIFFICULTIES 


Now, the governments have difficulty getting dollar exchange. They 
have difficulty getting any kind of exchange, but particularly dollars. 
There is only one way they can acquire dollars, and that is the same 
way you and I can acquire it, either by selling something to the United 
States, either services or commodities. 

After they once have earned a few dollars—remember, we have got 
seme dozen or 15 new countries which have had their independence 
only in the last 10 or 15 years, and they are desperately trying to get 
ahead economically, with their education, and other things. 

So they are spending at the moment the lowest possible amount of 
that foreign exchange for food. They know their people do not have 
enough food, but they can’t afford to spend their desperately needed 
exchange for food, so they are spending it for construction machinery, 
building factories and canals and dams and what have you. 
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If there was a way in which we could work a deal out with them 
whereby we could furnish them something over and above what they 
are now buying, I think it could be arranged at some price that could 
be agreed upon, so that they could use that to feed their people while 
they were building these dams or these factories, and pay it back to 
us after a while. I think that would be a lot better than if we loaned 
them the money. 

I have actually been in countries where the United States loaned 
money, and I have seen them buy food from our competitors, and we 
had competitors we didn’t want them to buy food from. 

Senator ArkEN. I would want to say that FAO and another organ- 
ization, the WHO, justify their existence in quite a big way. 

Mr. Dopp. I am glad to hear you say so. 

Senator Arken. And now the future holds even greater possibili- 
ties for them. Our experience since the world has lost quite so much 
fear of an atomic war, is that we are experiencing a trend back toward 
nationalism on the part of many of the small countries, and many of 
the large ones, too, and it is a subject of great concern and is one that 
will alw: ays be with us as long as we live, we can be sure of that, and 
it is very intriguing, something that we have to continually work on; 
so that we will make progress, “and then we will have reverses. That 
is bound to be the order of things. 


HELP, NOT CHARITY, WANTED 


Mr. Dopp. Don’t forget, though, Senator, that these small countries 
that have lately acquired their “independence are very short of edu- 
cated people, they are new at the art of government. But they are 
proud people, they are very proud people, and they don’t want charity. 
— want help, but not charity. 

I don’t think that you can make friends with them with any pro- 
posals which involve straight charity. 

Senator Arken. No. 

Mr. Dopp. But I do think you can work out agreements with them 
whereby you can help them to help themselves, and through which 
you will make friends for America. 

Senator Arxen. I have had representatives in some of those coun- 
tries tell me lately they do not want charity; they do need time to 
pay for things they buy from us, but they are as proud as these other 
people are 

Mr. Dopp. Very proud people, and they think they can see their 
way out if they have the credit. 

Senator Arken. And I think a great deal of progress has been 
made in the world in the last decade. 

Mr. Dopp. No question about it. 

Senator Arken. A great deal of it, and when we get discouraged 
at the speed at which we go forward with what we individually con- 
sider worthy objectives, even though we may differ on the route we 

take, when we get discouraged at the speed we are making, I think 
all we have to do is look back 10 or 15 years, and then ; get more 
satisfaction out of it and then perhaps have a little more ‘patience. 

Mr. Dopp. I think I can give you a thousand illustrations where, 
because of WHO on the health field and FAO on the food production 
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field, these people are alive today and have a better chance for their 


future than they would have had without them. 

Senator ArkeN. When you look at those areas of the world which 
only a few years ago were devastated by malaria and malnutrition, 
and see the changes which have been taking place there—— 

Mr. Dopp. You have not cured it all, but you have helped. 

Senator Aiken. The world is a pretty big place to work in. 

Mr. Dopp. It surely is. 

Senator Arken. I must leave now, because we have, as I say, soil 
and water conservation over before the Agriculture Committee, and 
I feel I have to go. 

Mr. Dopp. I am aware of that, Senator. 

Senator Humpurey. Thank you, Senator Aiken. 

Mr. Dodd, for just a moment I would like to direct a remark to Mr. 
Patton, and then we want to come back to you. 

I have taken Mr. Dodd out of position on this list, and I hope our 
witnesses and friends here will have permitted this, because I wanted 
Senator Aiken to have an opportunity to question Mr. Dodd. 

Mr. Patton, the point I want to call to your attention—first, I want 
to thank you for your testimony and for your support of these reso- 
lutions. 

Mr. Parron. Thank you, sir. 


RESOLUTIONS ARE ADVISORY 


Senator Humpnrey. | am sure you are aware of the fact that these 
resolutions do not direct in terms of a mandate, but they are an ex- 
pression of the sense of Congress, and they authorize the President 
and our diplomatic officials to enter into negotiations. 

Mr. Parron. Yes, sir. 

Senator Humpurey. In other words, we do not draw up a specific 

plan in these resolutions, a specific detailed outline of what a world 
food bank would be or what an international food and fiber reserve 
might ultimately be. “We say to our President, and to the Depart- 
ment of State officials and others, “You are hereby”—as in this resolu- 
tion sponsored by Senator Murray, along with 21 other cosponsors, 
in that resolution it says: 
The President and his representatives before the United Nations and the Food 
and Agriculture Organization and other appropriate international bodies are 
hereby authorized and requested to enter into international negotiations for 
the purpose of preparing a specific plan and proposed international agreement 
or agreements on the creation of the international food and raw materials 
reserve along the lines set forth in section 2 hereof. 

Undoubtedly if this finally was worked out to a point where it was 
quite definite, it would still have to come back to the Congress, if 
there were any particular commitments to be made under it, for rati- 
fication, or at least consideration, perhaps some implementing author- 
ity by statute or, if it was in the form of a treaty, for ratification by 
the Senate. 

I think the important part of these resolutions is the fact that they 
express the desire on the part of the Congress to have our administra- 
tive officials, the President and the diplomatic representatives of our 
country, participate in international organizations, in international 
arrangements and agreements to bring some order out of this apparent 
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confusion in the commodity market and, in particular, in the use of 
the hg se e of goods that we have available. 

Mr. Parron. Well, Senator, I understand what you stated, and 
agree ea that is correct. 

The very fundamental and important thing about these resolutions, 
as I see it, is that this plan will hold up a ray of hope to the primary 
producer of the world on the one hand, and a ray of hope to the people 
of the underdeveloped countries of the world who are very short of 
food and have starvation in their midst that something will be done. 

It is most unfortunate, I think, that we have not been able to use a 
world food bank in the last 10 years, and certainly I would like to 

say about my friend, Norris Dodd, it was not his fault that something 
was not done long before this. The great leaders like Boyd-Orr and 
others have seen the necessity of this. 

But, more to the point, we deeply appreciate the work of yourself 
and the work of the 22 other members who have gone on this resolution. 

We had a conversation at the last IFAP executive meeting, and 
those of us coming from the United States had a little agreement among 
ourselves that we would go and see whoever was elected President in 
November, urging the gentleman to do just what your resolution sets 
forth here. 

I think if the Senate were to adopt this resolution, it would substan- 
tially strengthen not only our hand here in the United States in going 
to the President and urging him to do this, but it would encourage, 
for example, the National Farmers Union of England, and the Cana- 
dian Federation of Agriculture, which has been a very strong sponsor 
of this type of operation. And the other organizations of the [FAP 
and the member countries, in Australia and New Zealand, Japan, 
India, and all of the countries, could go to their respective govern- 
ments as independent farm or ganizations and urge them to participate 
and to take seriously such negotiations. I believe that it can be done 
without in any way injecting confusion over FAO and the U. N. 

Mr. Dopp. I agree. 

Mr. Parron. I think the President of the United States can call a 
conference or seek to have even the U. N. or the FAO call such a con- 
ference. What we need desperately to do, as leader of the free world, 
is to give hope to the people of the world. 


LACK OF VISION 


We act like tired old people. I was shocked at the testimony of the 
State Department and Mr. Butz, Assistant Secretary of Agriculture. 
You would think this was such an overwhelming problem that we 
couldn’t—if we had had the same attitude about developing the atom, 
we never would have had it developed. And you would think that a 
billion dollars a year was some tremendous sum of money. Yet the 
depletion alone on our military goods, as I understand the figures, runs 
around 25 or 30 billion dollars a year, and nobody can eat them, nobody 

can wear them or do anything with them. 

Yet we seem to be staggering like creaky, aged old men, even when 
you have a simple resolution just to sit down and discuss something, 
let alone do anything about it. If this thing is finally to function, in 
my opinion, if you are going to meet the pr roblems, you are going to 
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have a whole series of international agreements similar to the wheat 
agreement and the sugar agreement. But—— 

Senator Humpnrey. May I just say—— 

Mr. Patron (continuing). It took 20 years to get a wheat agree- 
ment; at least 20, was it not’ 

Mr. Dopp. A little more. 

Mr. Parron. A little more than 20. So we had better get about 
the business of getting going, or we are going to lose the leadership of 
the free world. 

We dumped $3 billion in Indochina, supporting a broken down, 
lousy regime, money down the drain to a government that was dis- 
credited by its own people, but you didn’t bring any food there. 

Mr. Dopp. You didn’t bring any food there. 

Mr. Parron. Now, we have got the Communists running all over 
the place, and we have got to build some more airplanes and tanks, and 
so on, to take care of that situation , L suppose. 

Senator Humenrey. It seems to me, Mr. Patton, the statement 
you are making is really the sense of the American people insofar as 
T have been able to ascertain it. I have talked about this food and 
fiber program, this food and fiber reserve, and food bank; and every- 
place I go I get a very friendly reception. ‘When you say to the people, 
“This he as its problems, and grave problems,” the automatic answer 
I get is, “What are you w orrying about disarmament for if you are 
worried about problems?’ 

Mr. Patron. That is right. 

Senator Humpnrey. I think it ought to be made quite clear if we 

-annot work out a way to utilize God’s blessing of abundance of food, 


we will never be able to work out this disarmament agreement with 


the Kremlin. 
Mr. Parron. I agree wholeheartedly. 


FINDING A SOLUTION TO THE SURPLUSES 


Senator Humpurey. If we are going to tie ourselves down on the 
basis of problems, then we are hopelessly lost. Here is a situation 
where we find ourselves in a favored position in one sense, because we 
do have the stores, the stockpiles of food and fiber; and yet, while 
this is a blessing to us in the sense of abundance, it has become a prob- 
lem because we are constantly being accused of unilater ally dumping 
our goods on the world mar ket. 

My y feeling on these resolutions from a very practical point of view, 
is that it offers us an opportunity to take what is excess in terms 
of food and fiber, and place it in the jurisdiction of an international 
agency. There the particular, peculiar problems of other countries are 
more readily resolved, or at least are given international considera- 
tion which does not put all the decision-making and all of the blame, on 
the Government of the United States. We get a chance to share this 
abundance and responsibility. 

Mr. Parron. While it may be more difficult to get 72 nations to come 
to an agreement—I think that is what the number in FAO is at this 
time—once you get that agreement then you can go somewhere. 

When you are dealing “bilaterally, you have no agreement, and 
you can fall out of bed or fall out with each other a whole lot faster 
than when you finally come to an international agreement. 
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Senator Humpurery. Also, we do not need to go into an agreement at 
once. If you just have an agreement to have a surplus disposal unit 
in the U. N., just to utilize the abundance that we have internationally 
through an international organization, that would aid materially. 

Mr. Dopp. For economic development. 

Senator Humpnrey. For human need, for economic deveolpment. 
This would surely be a part of something like Sunfed, and I notice 
you referred to it. 

I am going to offer an amendment to the foreign aid bill to ask 
for our participation in SUNFED. 

Mr. Parton. And yet our representatives to the last FAO confer- 
ence abstained even from voting on SUNFED, and opposed it. 

Senator Humprrey. I want to say, Mr. Patton, if our country 
continues to drag its feet on making the United Nations and its spe- 
cialized agencies a really imaginative working and constructive force, 
we will have no one to blame when that organization finally withers 
away but ourselves. 

Mr. Patron. And we will have another League of Nations. 

Senator Humpurey. I think we ought to recognize there are two 
international organizations in the world today of political importance, 
the Kremlin and the U.N. 

Mr. Parton. That is right. 

Senator Humrenrey. It just so happens that we have a predominant 
influence in the U. N. today. It is diminishing, and the record of votes 
in the last session showed a diminishing of our influence, primarily 
because of our lack of leadership. But we Americans and we free 
people ought to recognize that the international organization for free 
people is the United Nations. The international organization for 
totalitarian people is the Kremlin. 

Unless we are willing to strengthen the U. N. by our participation 
and the participation of our friendly free countries, and give leader- 
ship, the other international organization is going to go on to victory 
after victory, and accomplishment after accomplishment, through 
sheer force, trickery, pressure, economics, and diplomacy. 

Mr. Patron. Well, 1 served on the War Mobilization Board during 
World War II. That was the top board around this town from an 
advisory standpoint. And I served on a number of other mobiliza- 
tion boards, and we had many generals come before us. I never once 
heard a single general or admiral ever talk about having a surplus 
of guns or tanks or airplanes. They were always squawking their 
heads off to get more. 

But here we have a reserve of the most effective weapon you could 
possibly have to defeat world communism—food and fiber—and still 
we are crying crocodile tears, the officials of our Government are-ery- 
ing crocodile tears all over the place, all over the world, frightening 
the markets, driving markets down, by all this hooey. 

And then they come up here to this committee and, without any 
imagination, act like a bunch of tired old fogies that never have 
had an idea, and I am loath to believe they are going to have any, 
either. , 

OVERCOMING DIFFICULTIES 


Senator Humpnrey. May I add this thought, Mr. Patton: I know 


an international food and fiber reserve poses difficult economic prob- 
lems in the so-called trading areas in ccmmodities. 
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Mr. Dopp. That is right. 

Senator Humpurey. But if they think that is a difficult problem, 
just let the totalitarians take over, because, believe me, your gold 
standard and your dollar exchanges and your normal w that we call 
free-enterprise trade practices will go down the river, they will be 
gone. 

[t is not a choice today of whether or not you are just going to have 
it your own way; it is a choice of whether you are going to make what 
adjustments are necessary to preserve the essential political and social 
freedoms of people, or whether or not you are going to let this totali- 
tarian crowd move in and take over, piece by piece. And that is 
exactly what they are doing. 

They have taken over a great section of the world, and one of the 
real difficulties today in international trade is because the totalitarians, 
the Communists, have taken over so much of the world that the arteries 
of trade have been severed. 
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UNITED STATES DEPENDENCE ON RAW-MATERIAL SOURCES 


Mr. Patron. We are kidding ourselves if we don’t think we need 
the raw materials. All you have to do is look at the Paley report 
which came out several years ago. 

Senator Humpnrry. We have forgotten the Paley report. Isn’t it 
a shame ¢ 

Mr. Parton. Yes; it is a shame. 

Senator Humpurey. We were reminded our standard of living de- 
pended on foreign imports and availability of raw materials as much 
as it did on our own capital, industry, and our own genius. 

Mr. Parron. That is absolutely correct. 

Senator Humeurey. I am not going to philosophize on this, because 
I feel deeply on these matters. 

Mr. Parron. I do, too. 
VISION NEEDED FOR FUTURE 

Senator Humrurey. I am discouraged and disgusted with a govern- 
ment that does not move ahead on these matters with creative thinking, 
and I am going to keep talking about these matters. 

Time is running out. I see my children getting older, and the world 
is not getting better. 

Mr. Parron. I would suggest when you get all these reports up 
here, you will find they used a very small] portion of the authority 
they already have to move on these things. You get a basic attitude 
here, and it is time the American people wake up. 

We may be the biggest country in the ak, and thank goodness 
we are, in terms of ability; but we can finally have too many enemies. 

Senator Humpnrey. We haven’t had one new idea internationally 
since the point 4 program, with the exception of President Eisen- 
hower’s international pool for atoms. 

And is it not interesting that here is an international agency which 
has many difficulties, and yet this is one that we are going to work on. 
Now, if you can pool atoms 
Mr. Parron. You can pool food. 
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Senator Humrurey. You can surely pool food, and particularly, 
may I say, when there are so many food-deficit areas in the world. 
These are the very areas in the world which are needed in the free, 
world orbit to maintain a balance of power against the totalitarian 
forces. 

Mr. Parron. The money, in effect, to create such a reserve as you 
are talking about, has already been spent by this Government. We 
have the reserves. 

Senator Humrpnrey. Indeed. 

Mr. Patron. We would not be spending new money to establish 
most of these reserves that we are talking about. 

Mr. Dopp. No. 

Mr. Patron. And I cannot think of a single thing which would be 
as important to the attitude of the people of the world as for us to 
engage in some kind of an international commodity clearinghouse or 
pool, through the United Nations. It would revive the faith of people 
who are beginning to lose faith. 

Senator Humpnrey. I am going to let you go now, Mr. Patton. I 
want to thank you very, very much 

Mr. Parron. Thank you, sir. 

Senator Humpnurey (continuing). For your testimony here and, 
again, for what I feel is your basic humanitarian sensitivity and your 
breadth of vision on these economic and political matters. 

Mr. Parron. Thank you very much. 

Senator Humpnrer. Mr. Dodd, do you have a prepared statement? 

Mr. Dopp. No; I do not. 

Senator Humpnrry. I have a lot of questions I wanted to ask you. 

Mr. Dopp. Senator, I thought I might perhaps serve the committee 
best if I could answer some questions. 

Senator Humrnrey. I have a few questions worked out here, if 
you will permit me, which I will put to you and get your replies, 

Mr. Dopp. All right. 

Senator Humpnrey. Senator Aiken has asked some of the questions, 
and I am very pleased. 





BACKGROUND OF NORRIS DODD 


Just for the record, how long were you in the Department of Agri- 
culture ? 

Mr. Dopp. Some 20 years. 

Senator Humpnreyr. How many years? 

Mr. Dopp. 20 years. 

Senator Humpnrey. I think that should qualify you as a knowl- 
edgeable gentleman in this field. 

How long were you Director General of the FAO? 

Mr. Dopp. Lacking 2 months of being 6 years. 

Senator Humpnurey. When did you Naini Director General? 

Mr. Dopp. In April of 1948. 

Senator Humpurer. So you really had the longest service of any 
one man as Director General; have you not? 

Mr. Dopp. Oh, yes; by far. It has been in existence 10 years. I 
served six of them as Director General. 


80333—56——7 
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Senator Humpurey. Now, getting right down to some of these 
practical problems we have today, how do you explain the very rapid 
increase in our United States food and fiber stocks during these recent 
years? 

Mr. Dopp. Well, I suppose it would be easy, Senator, to criticize. 
Speaking from my experience as a member of the Commodity Credit 
Board for many years, as the man in charge of production goals for 
the United States during the war years, I think it could have been 
handled differently. 

Senator Humpurey. I see. When you left, you were a member of 
the Commodity Credit Board? 

Mr. Dopp. Yes; I was Vice Chairman. As Under Secretary of 
Agriculture, I served as Chairman of the Board most of the time; the 
Secretary was too busy. 

Senator Humpurey. I believe in the latter part of 1952, the total 
holdings of the CCC were about a billion dollars; is that correct? 

Mr. Dopp. They were very small ; that is correct. 

Senator Humpnurey. About a billion dollars. 

Mr. Dopp. But remember, it took 21 years to get up to that place. 

Senator Humpnrey. What are the total holdings today ? 

Mr. Dopp. They are very large. I think there is a difference be- 
tween holdings that they are responsible for in the way of guaranty 
of loans. 

Senator Humpurey. That is what I mean, loans and storage. 

Mr. Dopp. I think if you took the total—I don’t have the exact 
figures; you would have to get that from the Department—but I 
would think, from the reports, it is something in excess of $10 billion. 

Senator Humpnrey. I understand it is at least $8 billion, and maybe 
more. 

Mr. Dopp. Well, you do have commitments to guarantee prices that 
go on from period to period, which increase your liability, without 
actually having the stock itself. 


FOOD STAMP PLAN 


Senator Humpurey. You heard Senator Aiken mention his long- 
term interest in the domestic food-stamp plan. I have been a cospon- 
sor with Senator Aiken of that proposal; and, as you know, the De- 
partment has continuously objected to it. 

We have tried to get it merely on a pilot basis, working with a few 
communities, just to see if there were such difficult administrative 
problems. What is your feeling about it? 

Mr. Dopp. Senator, I happened to be in one of the executive posi- 
tions in the Department of Agriculture at the time we developed 
the first food-stamp plan and the first school-lunch program, Also 
the first cotton mattress program, whereby we made it possible through 
the use of some cael million bales of cotton for the people who 
raise cotton to have a mattress. They were so poor they could not 
even afford to keep enough of their crop to build themselves a mat- 
tress. 

I am wholeheartedly in favor of a food-stamp plan for underprivi- 
leged people. I think it is a way to move a great deal of what we 
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now call surplus into the stomachs of these people in the United States 
who do not have a chance to buy these things. 

Senator Humrpurey. I think you would be interested to know when 
the Social Security Act comes up here, unless one of my colleagues 
offers a food-stamp amendment I am going to offer one myself to the 
social-security program. I believe it would be a good supplement to 
the benefits under social security. 

Mr. Dopp. It so happens that since I have semiretired I travel 
around over the United States quite a good deal. I don’t get into 
very many towns, even very small ones, but that I find there are quite 
a large number of people who just don’t have the money to buy the 
kind of foods that they need for an adequate diet, and some of those 
foods are the very ones we claim to be in surplus. 

I think we should be smart enough to figure out some way to make 
that food available to our own underprivileged people as well as to 
so many of the underprivileged people in the world. I do not think it 
is a terrible crime to have too much food. 

As you said yesterday, I never was very much scared about having 
too much money in the bank, and I think food is money in the bank, 


UNUSED FOOD IS A BURDEN 


Senator Humpnurey. And yet it is true, is it not, that if all of our 
banks were overflowing with cash, and the cash was not being used 
for development purposes, it would become actually a burden? 

Mr. Dopp. That is right. You would be in trouble. 

Senator Humpurey. So here is just exactly the same thing. The 
analogy, I think, has a pertinency here. 

Mr. Dopp. I do, too. 

Senator Humpnrey. That the abundance of food and fiber be- 
comes a burden only when it is not being constructively used. 


OTHER SEGMENTS OF INDUSTRY HURT BY LOW FARM PRICES 


Mr. Dopp. There is one thing that I think lots of people have 
overlooked. It is not the farmer who is the only one hurt when 
prions are bad. You raise a bushel of wheat or produce a steer or a 
10g for market, and there are a lot of people who have more interest 
in that animal or that bushel of wheat than the man who produced 
it. It goes through the local dealers, the railroads have to haul it, 
the longshoreman handles it, the ships that sail the seas, and all. 
So it isn’t only the farmer who is hurt during these depressed times; 
it is all of the people, from the small towns to the railroad clerk down 
to the end of the line; and I think they have a real interest in seeing, 
when we are fortunate enough to produce a few extra bushels of wheat 
or a few extra pounds of butter, that that be put to good use, whether 
it is in our country or other countries of the world where you can 
make friends with it. 

I think they have a selfish interest in it if they would really stop 
to think. The farmer isn’t the only one hurt when he can’t buy a 
new automobile or a new combine. The men who make the stuff 
back in the plants of the International Harvester Co. and Kasson 
Co. and others, they are the people who are laid off and hurt. 
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We can patch up our old combine. I have done it many, many times, 
yarticularly in the late twenties and early thirties. I can get by with 
it. But they can’t get by with it because they don’t have a job, and 
the only way they are going to have a job is when the farmer is going 
to have sufficient income to allow him to buy the things that industry 
makes, and that makes railroads have business because they haul 
the stuff. It makes the small-town merchant have business because 
he has a profit. 

The small-town merchant today is getting hurt worse than the 
farmer is getting hurt. You go out and talk to them in the country. 

Senator Humpurey. Yes, I have been, and I would suggest it might 
be a mighty good exercise if the whole Congress might recess for a 
week and go out and talk to them. It would do us a lot of good 
down here; it would do us a lot of good to go out and talk to people 
on social security. 

In my State, 9 percent of the people are over age 65. Talk to 
them about the pusilanimous little benefits they are getting and talk 
to the merchant on Main Street and ask what is happening in the 
economic channels. 


WORK OF COMMODITY CREDIT CORPORATION 


Mr. Dopp. It happens that I was in the Department when the 
present legislation went on the books, particularly when the com- 
modity credit operation was passed, and it was my responsibility to 
come before the Congress and get the legislation that set up the 
Commodity Credit Corporation. 

We operated 15 years without a charter, as you remember, a Federal 
charter. 

We felt in the main the biggest benefit was it allowed us to use 
our authority, our power, to stabilize the production and the move- 
ment of commodities, not only in the United States but in the world. 
If it had not been for Commodity Credit and the Commodity Credit 
plans of production, this country during the war would have been 
short of food, and the rest of the world that depended upon us, thous- 
ands of people, would have starved. 

They were desperate after the war. We had an international emer- 
gency food committee set up for 5 years following the war, to divide 
the supplies with the countries of the world. They were desperate. 

Every place I went for many years afterward people were grateful, 
whether it was down in Africa, North Africa, where the old Sultan 
of Marrakech said he never could repay us for the food we made avail- 
able to feed his people, and it was true in Holland at the time the 
Germans moved dake 

If we had not had a supply, if the Commodity Credit hadn’t had 
reserves, those people weelil have starved. 

Senator Humpurey. Is it not strange we have forgotten this? Is 
it not strange one of the most beautiful chapters of American history 
has been set aside and we got a lot of talk about Yalta, and agreements 
that were signed and people that betrayed those agreements, when 
in fact there were some wonderful, noble Christian things done by 
our Government? 

Mr. Dopp. They were wonderful. You go and talk to the officials 
of the Italian Government. The man who is now Prime Minister 
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was in the Department of Agriculture. He and a man by the name 
of Rossi were responsible for the movement of food. 

Senator Humprurey. Where was this? 

Mr. Dopp. Italy,in Rome. They told us in 1946 they could not make 
it unless we could rush two additional boatloads of food. There was 
just no way for them to do it unless we fed the people. — 

We got it there. We got it to Spain, to North Africa, and we got 
it into many places. 

In Athens we were sitting looking up at the old amphitheater, 
looking up at the ruins, and a man and his family came along and 
were watching and eyeing us. Mr. Shields, who was at that time 
Solicitor for the Department of Agriculture, was with me. This old 
man came up and said, “You are Americans?” 

We told him we were. 

He said, “I wanted to thank you.” He said, “If it weren’t for you 
and the Americans, for the food you got over here, we would starve. 
I am always and I will be always grateful to America.” 

Now, why can’t we continue it? The need is not as severe, but the 
need is still there. 


FINDING USE FOR SURPLUSES 


Senator Humpurey. Was it Scott who said that a nation without 
vision perishes, and this lack of vision 

Mr. Dopp. I was interested in Senator Scott’s statement yesterday 
morning that when he campaigned, he told the people he was in 
favor of using this food bank, and he said everybody agreed that was 
a good thing. 

Now he is getting letters that want to know what he is doing about 
it, how is he moving this food, and that sort of thing. 

I get the same questions when I drive out around over the country. 
I get the same kind of letters from the different nations, through their 
delegates. Their government officials whom I have known for many 
years write to me; they know I have no influence or position in Gov- 
ernment, but they say, “Isn’t something going to be done some of 
these days which will allow us again to make some agreements with 
the United States or some country to have some extra food we can 
do these things with ?” 

We ought to be smart. enough, if we are smart enough to raise it 
and process it, we ought to be smart enough to put it to use in a way 
which ought to make friends. 





DISPOSAL NOT POSSIBLE THROUGH NORMAL TRADE CHANNELS 


Senator Humpnurey. Well, we will just have to keep working at it, 
Mr. Dodd, is what we intend to do. 

I want to just ask this question of you: You perhaps read in the 
paper here the other day where the President had received a staff 
report on agricultural export prospects. This was the result of some 
18 months of study. 

I have a copy of that report right here before me. According to 
the newspaper accounts, this report took a very dim view of the possi- 
bility of moving agricultural surpluses into international trade chan- - 
nels. No positive actions were suggested. 
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Do you think that such a conclusion is unduly pessimistic, or is it a 
realistic appraisal of the situation ¢ 

Mr. Dopp. I made the statement a while ago, Senator, that nations 
today are spending about all of their foreign exchange for food 
that they are going to spend. Their people are going to go short of 
food because they need the exchange for something else. 

I think that the report, if it refers to what can be handled through 
the normal channels of trade, is probably correct. I don’t think that 
you could move much more through the normal channels of trade 
without some agreements with countries X, Y, and Z, to use food 
for special purposes, and I think the report is probably correct. 

I don’t think that means you cannot move twice or three times as 
much food into world channels as we are now moving. I don’t think 
there is any limit to what we can move into world channels if we 
really go at it and work at it. 

Senator Humpnurey. And we could move it, too, for economic devel- 
opment purposes ? 

Mr. Dopp. That is what I am talking about. 

Senator Humpurey- Not just for relief purposes, but for economic 
development purposes. 

Mr. Dopp. I don’t want to move any for relief purposes. I want 
to give the countries a chance to use this food to build up their own 
economy. 


NEED FOR FOOD FOR PRODUCTION 


I was in India one time when they were building a small airport, 
and the military officer in charge of the group was using mostly GI’s 
with a few local laborers. I asked him why he did not use more local 
labor. He said they couldn’t do a day’s work; they were so weak and 
thin they couldn’t do a day’s work. 

I told him that on the farm before we put our horses to work, 
during the days we used horses for power, we used to put our horses 
up and feed them for a month before we expected them to do hard work; 
that if they would feed these local people as much as they gave the 
GIs, I told them they could work. 

I drove one morning 65 miles in India where the local people, mostly 
local people, were breaking rock to put on the road. They were sitting 
on the ground and using little hammers to break up rock; a pretty in- 
efficient way to do it, but they were working just as hard as they could 
work. What was their pay? One rupee a day, about 20 cents, and 
1 rupee would buy about half a pound of rice. 

How could they have enough food and have enough strength to break 
enough rock and put it on the road? That is the point I tried to 
bring out many times to people. 

If you gave that Government an opportunity to give these people 
twice as much food, they would be in position to do some work, would 
they not? And as they got their dams built and got their canals built 
and got their spinning mills put up, they would have jobs and their 
economy would go up; wouldn’t it? And then they would be in posi- 
tion to buy food from us. They are not in position to buy food 
from us now. 
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VISION NEEDED 


Senator Humpnrey. I imagine that is why the report was rather 
pessimistic. I said this yesterday: that the potentialities of world 
trade depend entirely upon the capacity of other countries to build up 
their purchasing power, which comes through their production, 
through their economic development and improvement. 

You have got to take a long-term look at this. It is exactly, to use 
an analogy which may not be too germane, but when a man steps out 
here in the desert in America and decides he is going to buy up a 
hundred thousand acres of land, some people say, “Well, that fellow 
must have holes in his head.” But that man has a vision, he has 
maybe a vision of irrigation, he has maybe a vision of a resort. He 
perhaps has some visions of some new development, some industrial 
development in America. And anybody who travels in the West sees 
what this vision has meant. 

You go to New Mexico, Arizona, and Texas, and go to many parts 
of California, you go to many of those States which were arid but 
today it is a veritable garden. 

Mr. Dopp. You have got to have credit. 

Senator Humpnrey. That is right. 

Mr. Dopp. I happened to be one of those who went West and in- 
creased the size of my holdings. But I had to have credit, credit and 
support for the idea of buying it. These people have to have credit 
in the way of supplies; I don’t care whether it was money or whether 
I could buy some horses or cattle or something else, but I had to have 
credit. 

These nations, particularly these new nations, have no backlog of 
wealth which they can draw on. They were bled for many, many 
years because the money went out of there and went into other 
countries. 

They have got to have time to build up their economy, to build their 
factories and those things, and to make their wealth. 

Senator Humpurey. I cannot help but feel, Mr. Dodd, there is a 
subconscious attitude on the part of the so-called have nations that 
were once the colonial nations, the colonial powers that, even though 
these same nations profess publicly and, I am sure, quite sincerely, 
that they want to see these underdeveloped countries grow and develop, 
subconsciously there is a withdrawal. There just cannot help but be. 

It is something like the fellow from the other side of the tracks 
who never had much of a break in life, and all at once he broke out 
and got moving up. There is a subconscious resistance to that fellow. 

Mr. Dopp. A little jealousy. 

Senator Humpnrey. A subconscious resistance. I cannot help but 
feel, while all the intentions are good and the desire and the expressed 
public desire of even ourselves and other countries is all to the good, 
that there is subconsciously a feeling, “Well, these people never had 
much, and why should they have much ¢” 

Of course, you and I know that has got to be cleaned from our 
thinking. 

Mr. Dopp. That is right. 
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Senator Humpurey. Because they are going to get it someplace. 
The world is not going to die calmly and peacefully, you know. 

Mr. Dopp. No; those new nations are not going to fold up. They 
are going to go ahead, one way or the other. They would like to go 
ahead with our help. They would like to have us help them to get on 
their feet. But they are going to go ahead anyway. 


IMPLEMENTATION OF WORLD FOOD BANK 


Senator Humpurey. Well, now, Mr. Dodd, when the world food 
bank was first suggested in 1946, there was much confusion as to how 
it could be implemented, despite the fact 

Mr. Dopp. That is correct. 

Senator Humpurey (continuing). It was accepted as a good idea. 

Mr. Dopp. That is right. 

Senator“Humpnrey. Since then, we certainly must have acquired a 
backlog of practical information on the operation of programs of 
economic aid and technical assistance in many parts of the world. We 
have had experience gained through the point 4 program, the Colombo 
plan, FAO, ICA, International Export-Import Bank, and Inter- 
national Bank for Construction and Development. 

Do you not think, therefore, we are in a better position now, today 
to explore the practical possibility and necessities of an international 
world food bank plan than we were in 1946 ? 

Mr. Dopp. Much better. You have many people who have had 
experience in international activities, who know the problems of these 
countries. 

At that time there weren’t too many people actually familiar with 
the problems down at the grassroots of many of these countries. You 
now have a lot of people who are just as familiar with the problems 
in Pakistan or India or these other countries as they are with the 
problems in the United States. Yes; there is a much better chance 
now to work out some kind of a working arrangement. 

Senator Humpnrey. It would not be necessary to have all 72 nations, 
for example—— 

Mr. Dopp. No. 

Senator Humpurey (continuing). Of FAO in this at once. You 
could start. out with a limited number of nations, and keep it open 
for additional membership ; could you not ? 

Mr. Dopp. The proposal for a clearing house was only open to those 
countries which had some supplies which were not going to move 
through the normal channels. It could be Denmark or Holland on 
butter, it could be Canada and the United States on wheat. Nobody 
expected there would be very many countries that had supplies to 
put into the credit bank. 

At the present time I think you would find Burma and Siam would 
turn some rice into the bank. They have sold all the rice they could 
in normal channels, they have some surplus rice, and I think you 
would find some rice. 

Senator Humpnrey. The one thing I am sure we are all aware of 
is, the rivalry and sometimes the bitterness that grows up by uni- 
lateral competition is very destructive of friendly relations. 

Mr. Dopp. That is right. 
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Senator Humpurey. If you could handle some of this surplus or 
this abundance through an international agency, you would take away 
that incentive to this bitterness and rivalry by using an inter- 
national agency rather than getting yourself, as one country, involved 
in all kinds of competition which destroys good will. 

Mr. Dopp. That is one thing we found out in the technical assistance 
program, the United States operated point 4 program versus the 
Colombo plan program, which was a group of countries, or the techni- 
cal assistance that went through the United Nations and its agencies. 

The nations would accept help from the international agencies 
where they didn’t want to take help from the United States direct. 
Not because they didn’t want the aid, but because there were a lot 
of people looking down their necks and they would say the United 
States was trying to dictate to their economy. They were afraid to 
take the help that they really desired. 


ENCOURAGEMENT OF POSSIBLE COMPETITION 


Senator Humpurey. One question, Mr. Dodd: Many people have 
said from time to time, and you have read it and heard it, that if we 
continue to extend aid to the so-called “have-not” countries in the form 
of our technological assistance or our agricultural know-how, we 
only bring new areas of agriculture into production and competition 
with us. 

What is your opinion of this idea? 

Mr. Dopp. No. All the aid we will give in your lifetime and mine, 
and the next generation, you never will bring enough new agricultural 
land into production to have an effect on the United States. If you 
can raise the economy of these countries and put them in a position 
to buy, they will buy more than they are buying now. 

Mr. Jensen, of the Appropriations Committee, and Carl Andersen, 
who is on the Subcommittee on Agriculture of the House Appropria- 
tions Committee, happened to be in Rome last November when I was 
there, and I went down with them to see the department of agriculture 
officials, and this very question came up. 

If you know Italy, if you know the number of people, you know it 
would be impossible ever to produce enough food to feed the Italian 
people the proper kind of a diet. You could make it possible by 
helping them to bring in some food to make better labor available for 
their factories and those things, but you are not going to increase their 
production to the place where they would be in competition with the 
United States. 

The same is true in any country that I know of. 

Senator Humpurey. So you are not losing many nights’ sleep over 
this worry, are you? 

Mr. Dopp. You have only a couple of surplus areas in the world—in 
North America, Canada, and the United States are the only countries 
which have increased their production above what it was in prewar 
days. The rest of the world is still below their production in those 
days. 

There are small areas where you have increases—Burma still lacks 
a million and a half tons of rice, and they are producing as much as 
they did before the war. Siam is producing a little more than they 
were before the war because Burma 1s not able to. 
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Don’t worry about surplus food. If we help them to raise a little 
food, all they would do is eat better. 

Senator Humpurey. I thought I would ask a man who has been in 
this work 25 to 30 years. 

Mr. Dopp. Yes, sir; I state that unequivocally, without any question. 
They won’t be there for competition. 

Senator Humpeurey. You mentioned, for example, that the World 
Food Board and the international commodity clearinghouse proposals 
had been rejected in FAO. 

Mr. Dopp. That is right. 


FAVORABLE CLIMATE 


Senator Humpurey. Do you think that the international climate is 
more favorable now to the consideration of such proposals? 

Mr. Dopp. Yes; I do, Senator. 

When the Food Board was turned down, they did request that we set 
up a group to study proposals and come back with another one. It was 
turned down in 1946, and we brought up the new plan, the commodity 
clearinghouse, in 1949. 

To arrive at that plan, we had most of the top economists in the 
United States work with us for some several weeks—Dr. Compton, of 
the University of California; Dr. Galbraith, from Harvard, and 
others. 

The United States and Great Britain, primarily, saw fit to say “No” 
to the plan, but again they suggested we set up a committee, and we set 
up a commodity committee which is still in existence, and studying one 
way or another. You heard Secretary Butz refer to it yesterday. 

Senator Humpurey. Yes; I did. 

Mr. Dopp. I think interest is greater today in the Commodity 
Committee than it was 7 or 8 years ago. I think the climate is better. 


DIFFICULTIES RAISED BY PROPOSAL 


Senator Humeurey. You heard the objections yesterday of the 
administration as to the difficulties expected in negotiation on such a 
proposal as a world food bank or an international food and fiber 
reserve. 

Do you think or do you look upon that objection as a valid one? 

Mr. Dopp. Well, I think you will have difficulties, all right. But I 
don’t think that they are insurmountable. I think you have got plenty 
of people in the State Department who could help an international 
agency swing these agreements with countries very rapidly. 

A country in need, if they can see that you are not asking too much 
from them in return, that you are going to give them a chance to use 
this material and to pay out on it over a period of years and you are 
not going to try to have a hand in their internal economy, they are 
going to trade with you pretty quick. 

No, I don’t think they are insurmountable. 

Senator Humpurey. In the correspondence that this subcommittee 
has received from the executive branch, the executive departments in- 
dicate they have sufficient authority already to enter into the kind of 
negotiation envisaged by these resolutions. 
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Would you give your opinion as to whether they actually do have 
such authority at the present time? 

Mr. Dopp. I think they have much more authority than has been 
used. I think under Public Law 480 and other laws, the Govern- 
ment does have authority to enter into agreements, but they are bi- 
lateral agreements. They do not have authority to enter into inter- 
national agreements of the kind that you are talking about. 

Senator Humpurey. And it is your view that the international 
agreement, that is, a multilateral agreement, is preferable to these 
bilateral arrangements ? 

Mr. Dopp. I think you need both. 

Senator Humpnrey. That was my point yesterday. 

Mr. Dopp. I think you want to saturate the field. There will be 
a lot of places where the United States under Public Law 480, 
through the religious organizations and the relief organizations, can 
move an awful lot of stuff through bilateral agreements. 

I think you need to go further, and go down the international road 
to do it. 

Senator Humpurer. Well, Mr. Dodd, I am not going to ask you 
any more questions because we have a number of other witnesses. I 
could spend the rest of the day, sir, with you profitably, and it is 
a genuine privilege and opportunity to hear you testify and to get 
your observations. 

Mr. Dopp. Thank you, Senator. It is always fine to be here. 

Senator Humpurey. I am delighted you could come back again, and 
thank you for your continued interest in these programs. 

Mr. Dopp. Thank you. 

Senator Humerurey. I am going to ask Mr. Sifton to come forward, 
and may I make a friendly suggestion? If it is agreeable to the wit- 
nesses, you know what we are up against today, and tomorrow we 
have to go into the foreign aid bill, if any of you can file your state- 
ment and make a brief statement paraphrasing what you have in your 
prepared statement, it will be much appreciated. 

I would really appreciate the cooperation of the witnesses in that 
respect, because I have two amendments on the road bill, and I have 
got to go down and do my job. 

All right, Mr. Sifton. 


STATEMENT OF WALTER P. REUTHER, PRESIDENT, UNITED AUTO- 
MOBILE WORKERS OF AMERICA, PRESENTED BY PAUL SIFTON, 
NATIONAL LEGISLATIVE REPRESENTATIVE, UNITED AUTOMO- 
BILE WORKERS OF AMERICA 


Mr. Sirron. Senator Humphrey, I will try to make this as brief 
as possible, although the longer I sat here the more fired up I got 
about the importance of this bill. 

I would like to file for the record the statement by UAW President 
Walter P. Reuther, who had hoped very much to be able to be here. 
He had previously made an engagement to open before the Joint 
Committee on Atomic Energy, and therefore asked me to present the 
statement for him. 
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(The statement referred to is as follows:) 


STATEMENT BY WALTER P. REUTHER, PRESIDENT OF THE UNITED AUTOMOBILE 
WoRKERS OF AMERICA, IN SUPPORT OF SENATE RESOLUTION 86, FOR THE CREATION 
OF AN INTERNATIONAL Foop AND RAW MATERIALS RESERVE 


Chairman Humphrey and members of the subcommittee, Senate Resolution 
86, the resolution introduced March 30, 1955, by Senator Murray and 23 other 
Senators and aimed at the creation of an International Food and Raw Materials 
Reserve, is, in our judgment, a vitally necessary implement in the world contest 
between the free and the totalitarian ways of life. It is morally right; it is 
economically right; it is politically right, both in domestic terms and, equally 
important, in making and keeping friends among the free and uncommitted 
nations of the world. 

Because I must keep an earlier appointment to appear before the Joint Com- 
mittee on Atomic Energy in relation to a lag in United States atomic power 
development here and abroad, my statement in support of Senate Resolution 86 
is being presented by Paul Sifton, UAW national legislative representative. 

It is an ironic fact that in foods and cheap power, both declared by Secretary 
of Agriculture Benson and AEC Chairman Strauss to be in “surplus,” the United 
States of America is lagging behind other nations in their use in economic cooper- 
ation with food and power hungry “have not” nations determined to raise their 
standards of living. 

During my recent trip to India I was impressed by the chronic poverty of 
the majority of the people and by the main symptom and cause of this poverty ; 
near starvation diets and underemployment. 

Hundreds of thousands of men, women, and children literally live 1 day or 
so from starvation. Hach day the struggle for food is the biggest and most 
uncertain factor in their lives. 

Remembering the vast surpluses stored in Liberty ships in the harbors and 
rivers at home and in the granaries across our rich land, I came back more con- 
vinced than ever of the simple moral proposition that foods and fibers are not 
“surplus” when millions of men, women, and children are hungry and cold for 
jack of food and clothing and that it is both wise and expedient to get these 
so-called surpluses to those who are hungry and ill clad. 

But it appeared immediately that this is a problem. If this is done out of 
hand, we are told, we damage our standing and relations with other peoples by 
tending to break the economies of other countries, depressing prices all the way 
to the farmers themselves, making enemies all along the line and even endanger- 
ing the economic and political stability of their governments. 

We found that men of good will in the FAO, beginning with Lord John Boyd 
Orr, later Norris Dodd, and P. V. Cardon, have urged ever since FAO was founded 
in 1945 that ways be found to feed and clothe the ill fed and ill clad with so- 
called farm surpluses without damaging the farmers, the processors, the distrib- 
utors and the economies and governments of recipient countries. We are told 
that our questions are good ones and that more work should be done to find 
answers and to devise ways and means to implement them. 

In October 1946 an FAO conference meeting in Copenhagen adopted the general 
objectives of a World Food Board set forth by its Director-General, which 
appears to have been based on the proposition that food is grown to eat and 
fibers to wear and use. As accepted by the FAO conference, these objectives 
were: 

“(a) Developing and organizing production, distribution, and utilization of 
the basic foods to provide diets on a health standard for the peoples of all 
countries ; 

at Stabilizing agricultural prices at levels fair to producers and consumers 
alike.” 

But, instead of action to set up such a board, a preparatory commission was 
set up to study the proposals further. In the 10 years since that time, as we 
have been able to piece together and understand the long and complex story, we 
have had much study and very little action. Meantime, so-called surpluses have 
mounted, farm incomes have declined, and with rapid population increases there 
is as much chronic hunger now as there was then. 

The challenge so well stated by Lord John Boyd Orr still stands. And, what- 
ever the complexities and difficulties are, the international failure to meet it is 
a reproach to all of us, not least to the United States. We endanger peace by 
continuing to avoid it. 
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In trying to sift through 10 years of study of this subject we have come 
across two specific current proposals which, it seems to us, should be part of any 
realistic and truly adequate program of international economic cooperation to 
assist underdeveloped countries. Both meet the test set up in 1946; both would 
bring together surplus foods and empty bellies. Both would do so without harm 
but with benefit to farmers, to the economies, and the political stability of con- 
tributing and receiving countries. We urge this committee in considering Senate 
Resolution 86 to study both because they can be meshed together. They are: 

1. The creation of an international food and raw materials reserve, as proposed 
in Senate Resolution 86, introduced March 30, 1955, by Senator James Murray 
for himself and 23 other Senators. 

2. The use of surplus food as part of the capital needed by underdeveloped 
countries (having low incomes, high unemployment, underemployment, and 
chronic hunger) to finance basic projects, along lines suggested in the FAO 
pilot study, Uses of Agricultural Surplus To Finance Beonomic Development in 
Underdeveloped Countries. 

Each proposal can assist the other. Both in turn can be meshed with technical 
assistance and economic assistance provided bilaterally through ICA and, in- 
creasingly, through various U. N. and regional agencies, including SUNFED, 
the World Bank, and the International Finance Corporation. 

Both can be used to unfreeze our present vast stocks of foodstuffs, get them 
moving, working in this economic cooperation program, working for us, not 
against us. 

These proposals, it seems to us, can be used to: 

(1) Meet famine resulting from crop failure caused by drought, flood, war, or 
other disaster. 

(2) Supplement and improve diets for the one-half of the human family 
which now have less than enough to eat. 

(3) Prevent inflation of living costs which otherwise would accompany in- 
creased employment: and earnings of workers formerly paid less than $100 a 
year and eating less than 1,900 calories a day. 

Senator Murray, for himself and the cosponsors of his bill, has stated most 
effectively, in terms of fact, statistics, and the hard truths of human history, the 
ease for early establishment of an international food and raw materials reserve. 

If now the international speculators in tin, zinc, copper, and other strategic 
metals are determined to oppose this bill because it might interfere with oppor- 
tunities to make killings on market fluctuations, I hope your committee will 
resist such an attack and, if such pressure should prove too strong, that at least 
the food reserve will be saved and favorably acted on by the Senate before 
adjournment. 

In adition to stabilizing the market for the orderly marketing of foods and raw 
matérials, the sponsors of the Murray bill set forth as one of the bill’s five pur- 
poses: 

“To provide that payments for commodities by underdeveloped countries may 
be used for the purchase of other materials in those countries or loaned back to 
them for needed economic and social development.” 

At this point, SUNFED, the World Bank or other agencies might be brought 
in to take over the obligation or the funding of such loans. 

Both city workers and farmers understand the argument so thoroughly and 
eloquently stated by Senator Murray in offering his bill more than a year ago. 

Although the whole statement is pertinent to the formulation of a thoroughly 
integrated and truly effective program of international economic cooperation, 
we have called particular attention to excerpts from it and shall continuously do 
so. 
FAO’s concrete plan and proposal to use agricultural surpluses to assist in 
financing economic development in underdeveloped countries seems to us to 
make sense. 

If the United States, either on its own initiative or in cooperation with other 
nations through a world food reserve, could start now to put such a plan into 
effect in India and any other country where the government is prepared to lay 
out projects and programs for economic development that can take advantage 
of such a plan, we could use United States and other food and fiber surpluses 
as working capital in assisting the underdeveloped countries to catch up with 
modern technology in industry and agriculture,. As I have already testified in 
discussing foreign aid, survival of freedom may depend on whether we help early 
enough and boldly enough in halting this widen.:ng gap between the “have” and 
“have not” nations. 
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In implementing such a plan, we would find greater outlets for our surpluses 
than are open now as we seek to dispose of surpluses in the more developed and 
higher income countries under terms that are creating anxiety, if not ill will, 
among our best friends, such as Canada and Uruguay. 

The FAO proposal is the result of a pilot study made on the ground in India 
by the FAO working with the cooperation of various departments of the Indian 
Government. Its findings and recommendations seem to be useful for other 
countries and regions. It is an illustration of what can be done by using so-called 
surplus food as capital. This proposal was designed to help such countries as 
India to speed up their economic development—alleviating both near starvation 
and unemployment during the building-up process—through the use of surplus 
farm products now piling up in our own and other countries blessed with over- 
production. 

The proposal was presented to the full Conference of FAO last summer for the 
consideration of and possible action by member countries. Several delegations, 
including that of the United States, expressed their interest in this approach at 
that time. As a matter of fact, a special meeting of interested delegations was 
held to explore the subject more deeply. 

Taking the example of India, as provided on the one hand, and of the United 
States, on the other, the gist of the proposal is this: 

1. India, with the help of American and U. N. experts, could draw up a list of 
desirable development projects which she finds it impossible to finance during 
a given period—say, the next 5 years—out of her own resources, together with 
a listing of all clearly foreseeable foreign financial aid. Priority would be given 
to projects with high labor content, particularly in areas of high unemployment 
or underemployment. An estimate would be made of the total labor cost of each 
project. 

2. Then, on the basis of income and consumption studies in those areas, a 
formula would be developed to predict what proportion of the wages paid out 
to the workers would be spent to buy more food (and also more clothing), and 
for what kinds of food (or fiber). 

3. The total bill for these projects would consist of three parts: 

(@) Administrative and materials costs; 

(b) Wages which will be spent by the workers for expenditures other than 
food and clothing, and 

(c) Wages which will be spent for food and clothing. 

India may not find it too difficult to finance parts (@) and (b) of this bill, 
except for that part of the materials costs which may be represented by im- 
ported equipment and which could be paid for with additional external grants 
orloans. Other countries may need additional aid in cash. 

However, even India would not be in a position to finance part (c), represent- 
ing additional demand for food and clothing, from domestic resources. Her cur- 
rent agricultural production is already too small to provide adequate diets ; hence, 
any additional purchasing power among low-income groups would simply raise 
food prices for all consumers and set in motion a spiral of inflation. 

This is where the United States and other surplus food producing countries 
would come in. A group participating in a world food reserve plan such as is 
proposed in Senator Murray’s bill, Senate Resolution 86, would either (1) agree 
to supply to India free of charge over the 5-year period the kinds and amounts 
of food and fibers required to satisfy the estimated additional demand for these 
commodities created by the extra wages paid out on the projects, or (2) arrange 
for international financing the cost of the food on a grant or loan basis. 

Two main alternative ways of administering such a program in India are sug- 
gested by the FAO from the point of view of greatest practicality : 

1. Direct distribution, in lieu of part of wages, or sale to project workers 
of the imported foodstuffs (through canteens and/or messes), or 

2. Sale of the imported surplus commodities in principal consumption 
eenters within the marketing area where the projects are located, on the 
assumption that an approximately equal quantity of locally grown food- 
stuffs will flow into project areas to meet the additional demand. 

We would, of course, oppose payments in food instead of cash wages, but the 
study puts principal emphasis on cash sale and this could be made a requirement. 

The Indian pilot report shows that the proportion of wages paid which will be 
spent for food—in the ease of an illustrative study—varies from 30 to 50 per- 
cent. Since similar conditions of underemployment and underconsumption ex- 
ist in many other underdeveloped countries, this range is probably not far from 
representing an international average. If clothing were added to the analysis, 
the average proportion would probably be much closer to 50 than to 30 percent. 
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Thus, particularly if projects with high labor eontent are given absolute pri- 
ority, the United States and other nations by using this approach may be able, 
over a number of years, to finance a number of important long-term development 
projects to a large extent with surplus farm commodities. 

Of course this proposal is by no means as simple to implement as it may seem 
at first sight, in view of the conditions which must be met to guarantee its suc- 
eessful implementation and of the amount of study and preparation required. 
Nor should this approach be considered a panacea, either for our agricultural 
surpluses or for world economic development. 

Yet here is a concrete and realistic plan for transplanting into action the sin- 
cere American desire, so often expressed, to put our agricultural surpluses to 
«work where they can help people in need to help themselves and where they will 
generate lasting friendship for the United States instead of suspicion and 
resentment. 

It seems incomprehensible that, so far as we know, the administration has not 
seized upon this FAO proposal, especially in the framing of its latest foreign-aid 
message. Equally surprising is the lack of attention paid it by our generally 
alert press. An interesting article appeared last January in the Wall Street 
Journal which unfortunately overemphasized a minor, illustrative project in 
the pilot study calling for, in addition to many things benefiting people, the 
importation of elephant feed. Otherwise the press appears to have largely 
ignored it. 

This apparent apathy is strange because this proposal by the FAO contains, to 
my mind, the answer to a number of problems with which this Government has 
been grappling, somewhat unsuccessfully, for some time. 

The administration states the real need for authority to enter into long-term 
commitments for a limited number of development projects. But it has not 
seen fit to come to Congress with a proposal which, by utilizing mountainous 
agricultural surpluses, would be likely to gain the support of Congress and of 
the American public. 

The administration also professes to be continuously exploring new ways of 
disposing of surplus farm commodities, particularly abroad and in ways which 
would result in increased consumption rather than in the displacement of 
marketings of friendly nations. But it has apparently not yet thought of giving 
the FAO’s proposal a try, despite its expressions of agreement in principle at 
the FAO Conference. 

One of the Soviet Union’s principal weapons in its new economic warfare 
seems to be its readiness to absorb agricultural surpluses from underdeveloped 
countries, such as Burma, Egypt and Syria. 

Not only has the United States failed so far to counter this extremely effective 
Russian gambit, but we continue to eye some of those same countries suspiciously 
as competitors with our products on the world market. We continue to “sell’ 
our surpluses for local currency in their traditional markets. And we hesitate 
to assist their economic development for fear that they might expand their 
production of competitive products. I shall return to this latter point a little 
later. 

Would it not appear natural for us to come forward with our agricultural 
surpluses at this time as part of an imaginative and liberal plan for development 
assistance, and thus turn them into an international asset instead of an inter- 
national liability? 

It might be argued that we already have on our books two pieces of legislation 
that closely parallel the approach suggested by the FAO. This legislation and 
its implementation do not seem to us to meet the test. 

Section 402 of the Mutual Security Act of 1954 provides that not less than 
$350 million of economic-aid funds appropriated each year shall be made available 
to recipient countries in the form of surplus agricultural commodities. This, like 
its predecessor acts, was not a program so much as an administration attempt to 
assure support for the foreign-aid program; unlike its predecessor, section 402 
does not even provide that surplus commodities programed under it for any 
specific country must be above that country’s usual purchases from the United 
States or from anywhere else. 

Public Law 480, under title I, as amended, authorizes the expenditures of $1.5 
billion over a 3-year period to dispose of surplus farm products abroad against 
payment in foreign currency. No provision of the law states that these exports 
must represent additional consumption of these products in the recipient coun-: 
tries. It merely requires the President to “take reasonable precautions * * * 
to assure that sales * * * will not unduly disrupt world prices * * * .” 
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Moreover, the law—in specifying the uses to which local currencies accruing 
from these sales shall be put—places primary emphasis on those uses which are 
of direct benefit to the United States (establishment expenditures and, in some 
cases, military construction), and it requires a special Presidential waiver before 
any of these funds are granted (rather than loaned) to the recipient country. 

As a result, under Public Law 480 agreements signed to date, an average of less 
than 50 percent of the local currency accruals will become available for economic 
development in the recipient countries; in addition, less than 2 percent of the 
economic development funds are being granted. 

This latter fact places a considerable burden on underdeveloped countries 
which (despite the protestations of some that they don’t want gifts) must in prac- 
tice be careful not to mortgage too much of their future economy in the forme 
of foreign loans. It also, incidentally, makes Public Law 480 deals somewhat 
less attractive to some countries than they could be. 

We do not wish to be misunderstood. We are not trying to make out a case 
against Public Law 480 which, on the whole, may be a good and necessary piece 
of legislation. With perhaps certain modifications, it can continue to assure a 
market for American farm products—so long as they are in real surplus—in 
higher-income countries who are reluctant to allocate dollars for such imports. 

But it does seem to us that neither the Public Law 480 nor section 402 is really 
designed for the purpose of using food to help in the economic development of 
other countries. 

Section 402, in practice, merely gives recipient countries a choice of accepting 
a certain share of our aid dollars in the form of surplus farm products (even 
though they may feel they need other things more from the United States) or 
doing without the equivalent dollars altogether. 

Public Law 480 is more candid in its approach; its avowed primary purpose is 
to maximize the export of surplus farm commodities. The use of the proceeds 
from sales under this law for economic development is incidental and sub- 
ordinated to this purpose. 

Neither law, and this is the important point, provides a mechanism to 
insure that our surplus commodity exports result in additional world consump- 
tion of these products which would not have taken place in the absence of such 
exports. 

No matter how much the figures are processed, it seems clear Public Law 
480 exports must, in the final analysis, displace commercial exports, either 
from the United States or from other countries, unless we are to come to the 
conclusion that they will tend to displace the farm produce of the recipient 
country itself. 

It cannot be denied that such economic development as may be financed with 
local currency under Public Law 480 agreements will tend to generate greater 
demand for farm products. However, this is, so to speak, an ex post facto 
development. It cannot and is not meant to relate directly to the surplus United 
States farm products consumed, either in quantity or in time. 

A number of important advantages could be gained, in our opinion, from an 
adoption by the Congress of a program for underdeveloped countries—along 
the lines which FAO has suggested, tying in with the World Food Reserve pro- 
posed in Senate Resolution 86. 

If we do this we can make possible long-term development commitments by 
this Government with a minimum outlay of cash above what has already been 
invested as part of our domestic farm programs, 

To start with, as a pilot operation, perhaps tying in with SUNFED financing 
in money, the United States of America can offer through the World Food Re- 
serve or directly food as development capital to India and other countries who 
have large numbers of unemployed and undernourished people who could go to. 
work on much-neded economic development projects having high labor content. 

The World Food Reserve, meshing its operations with the operation of 
SUNFED, the World Bank, the International Finance Corporation and other 
agencies, can help to fulfill the pledge we made 11 years ago in signing the 
U. N. Charter to take joint and separate action to promote “higher standards of 
living, full employment, and conditions of economic and social progress and 
development.” 

Properly planned and implemented, this action will result in a regular 
orderly and sizable disposal of agricultural surpluses for an unlimited period. 
In fact, if we let our imaginations go for a minute, we might even visualize its 
resulting in a much diminished preoccupation with cutting back farm produc- 
tion at home. We might yet come back—with more justification than hereto-. 
fore—to the last half of the slogan, “Food will win the war and write the 


peace.” 
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It would assure reaching the really needy immediately with our foreign aid, 
rather than benefiting just a few of the already wealthy, as has so often been 
alleged and sometimes been true of some of our aid. 

This use of United States farm surpluses as development capital to strengthen 
both the bodies of men and their means of making a better living will, we be- 
lieve, prove to the people of the world our willingness to share abundance, con- 
fidence that higher living standards elsewhere will strengthen world markets 
for all. 

Our competitors in farm exports will be urged to join us in this use of food 
as development capital. 

Such action at this critical moment in world history will convince the peo- 
ples of the underdeveloped nations that we are primarily interested in their 
future development, rather than in their present limited potential as markets for 
our surplus farm products. 

The projects with high labor content which would represent the surest base 
for the success of such a program are, for the most part, typical of what is called 
infrastructure or social overhead development such as roads, railways, soil con- 
servation, irrigation, housing, schools, hospital construction, and education. 
This, it should be noted, is the field of development in which both the United 
States and U. N. assistance should be vastly increased. 

Let us consider the underdeveloped countries as temporary nonpaying con- 
sumers of our surplus farm produce until such time as they will have de- 
veloped their own production and/or foreign exchange earnings to higher levels 
and our rapidly growing population and domestic demand catch up with our agri- 
cultural productivity. 

Then they and we will be better customers for each other, just as Canada 
and Switzerland are better customers, in terms of being both willing and able 
to buy and sell, than India or Bolivia are today. The way to live with abundance 
and to keep it growing is to share it. 


I want to refer to one paragraph on the first page of that statement 
in which he states: 

It is an ironic fact that in foods and cheap power, both declared by Secretary 
of Agriculture Benson and AEC Chairman Strauss to be in surplus, the USA 
is lagging behind other nations in their use in economic cooperation with food 
and power-hungry “have not” nations determined to raise their standards of 
living. 

In support of that statement, I have here Admiral Strauss’ state- 
ment in his testimony : 


In view of the low cost of conventional power generated in this country— 
Mr. Strauss added— 


it would be reasonable to expect that the United States would be one of the 
last countries in which nuclear power would be used as a major source of elec- 
trie generation. 

Now, apparently we have surplus food and we have surplus power, 
and there has been some talk here about surplus automobiles; 900,000 
of them are in inventory, and there are in the neighborhood of, we in- 
sist momentarily, surplus auto workers to the extent of 167,000. There 
are 220,000 momentaril — workers in the State of Michigan, 
and one of the reasons has already been brought out, that too many 
farmers have run out of money or anything to use for money in buying 
farm equipment and trucks and cars. 


LIVING WITH ABUNDANCE 


This is part of the general problem of how to live with abundance 
without it being a curse instead of a blessing. 

And as we work hard at this matter of trying to break through to | 
be able to buy back fair shares of what we produce domestically, it 


80333—56——8 
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is to us extremely important to appear in support of this resolution, 
and to do everything possible to further its adoption before this Con- 
gress goes home. 

There was reference to static prices of manufactured goods as against 
falling prices of farm goods, farm products. I want to state for the 
record that our international executive board on July 7, 1955, when 
the steel and automobile price increases were announced, by formal 
action called on Congress to investigate the wholly unjustified price 
increases, which, we pointed out at that time, would lead to an in- 
flationary spiral, and we are now in part responsible for the depression 
that is beginning to seem to be in sight, not only in Detroit but in 
Wall Street, and which has already put the farmers through the 
wringer to the extent of about a billion dollars a year. 

We note that within the month, Mr. Curtice, president of General 
Motors, has announced that we are going to have the third-best year. 
Apparently what has been going on in the past few years in this 
country is not good for the country, and it appears now is not even 
good for General Motors. They have had cutbacks also. 


THE MULTILATERAL APPROACH 


Sitting here yesterday, I just had a sense of total unreality, Mr. 
Chairman. What month was it, what year, what century are we in, 
when we hear a straight isolationist doctrine preached that says any- 
thing done through the U. N., is difficult and bilateralism is the thing 
to do? 

Did Vandenberg go to San Francisco; did Stassen go to San Fran- 
cisco? What is going on here? Where is the support for the United 
Nations in practical terms? 

Mr. Patton said the issue is scarcity and war, or abundance and 
peace. That is right. This is what is back of this, and I am glad 
that the chairman of this committee has got the impatience and the 
indignation of youth, and that the Chairman 

Senator Humpnrey. Thank you. 

Mr. Sturton (continuing). That the chairman and his colleague, the 
Senator from Vermont, have got the youthful spirit that holds them 
to the hope that something can be done in time to get us back to the 
position of leadership that we had in World War II, we had in the 
Truman plan for Greece and Turkey, and in the Marshall plan, and 
ean still have it. We can regain it again. 


SUPPORT FOR PROPOSALS 


I hope that this impatience and this insistence will lead the chair- 
man to carry on in fighting for this resolution and I want to say also 
that the announcement that he intends to offer an amendment to the 
pending economic aid bill for SUNFED is great news for organized 
labor, for the AFL-CIO, for the UAW, for the International Con- 
federation of Free Trade Unions. All of them have put this right 
up near the top of their international affairs program because they 
realize that if you do not take that step of economic development— 
and food can be used as live capital in that—you are in effect with 
the other agencies, the technical assistance and the World Health 
Organization and all the other specialized agencies of the United 





INTERNATIONAL FOOD BANK AND RAW MATERIALS RESERVE 111 


Nations, getting people trained, educated, healthier, and filled with 
ambition, getting them all dressed up and all eager, with no place to 
go to work. 

You can actually have by the county agent system in agriculture, 
and by training in industry, you can dispossess farm people from the 
land and find no place for them to wok in the cities, and your end 
will be worse than the beginning; you will have more people living 
longer at a lower standard of living, and the gap between the under- 
developed countries and the developed countries, which is widening 
steadily, will be further accelerated with automation. And in that 
there is an intolerable tension. This gap must be halted; there must 
be a swing toward closing that gap. 


SUNFED 


The proposals for doing it have been thoroughly worked out over 
the years. The matter is now a practical matter of getting informa- 
tion to the people of this country and of other countries, of getting 
the votes to implement the recommendations of FAO and of the 
United Nations for SUNFED and other agencies of the United 
Nations to carry out the pledge that was entered in San Francisco 
and subsequently in the U. N. Charter. 

Senator Humpurey. May I just say, Mr. Sifton, I have never been 
able to understand how anybody could be against SUNFED. I 
guess I have a naive attitude on these matters, but I have looked it over 
and it appears to me that it is an essential development in this whole 
program of economic development, and it has just simply got to come 
about, and some of us have got to start fighting for it. 

We cannot substitute mediocrity today, sir, for leadership, and I 
Se that there is a tendency in this country to become politically 

abby. 

There is a kind of paunchiness about us, a kind of comfortable, 
leisurely, apathetic attitude, which is going to get us into trouble. 
You cannot meet these two traveling salesmen of the Kremlin by 
going around and saying it is not happening, because it is, and I want 
to be one who wants to challenge these fellows every place we can. 

I like a good fight, and I like good competition. I want to see our 
Government and our leaders challenge, and not only challenge but 
get out in front in every one of these areas, because we have the means 
to do it. 

Mr. Srrron. Mr. Chairman, I think we have part of the answer to 
your question: Why is anyone against SUNFED? 

I have from the Congressional Record a statement by Mr. Robert 
F. Loree, the chairman of the National Foreign Trade Council, in 
which he states, and I only read one sentence out of it, but I think it 
does explain why some people are against it : 


The proposed special fund— 
said Mr. Loree— 


by encouraging underdeveloped countries to believe that their needs for develop- 
ment capital would be met from international public funds provided through 
grants or on easy terms, would remove the compulsion— 


I repeat— 


compulsion on these countries to establish the proper environment if they are to 
attract the investment of productive private capital. 
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What does this amount to? This amounts to a proposal to put the 
banana republic system on a global basis. 

The statement yesterday of Mr. Butz—TI listened carefully, I took 
his statement home and read it—he quoted President Eisenhower as 
having said that the food should be used under this Public Law 480, as 
I sal it, for the economic development of countries. 

But I cannot find that he makes any report on any implementation 
of that in the operation of the law. In fact, the whole approach 
seems to coincide with the Hoover Commission report, which was a 
recommendation that no economic aid be given to any country in & 
way that might conceivably aid that country in competition with the 
United States. 

There seems to be that guiding principle of bilateralism to protect 
the immediate, short-run interests of the United States, and keep the 
food under our control, not under an international agency, so that we 
can call the tune and, in the words of Mr. Loree, to exercise compul- 
sion on other countries. 


WAYS OF USING SURPLUSES 


I want to say that in the statement filed by President Reuther of 
the UAW, he has emphasized two points: 

First, the need for the Murray resolution, and the companion Kerr- 
Scott resolution; and second, he has answered the objection which has 
been made, “Well, how practically can you do this, obey the moral 
impulse to use food and fiber to feed and clothe the hungry and the 
cold, the ill-clad?” by citing a pilot study made in India by the FAO 


and released a year ago, which was practically secret, showing how 
food can be used in India and elsewhere without depressing markets. 

The challenge has always been, if you pass surplus food around to 
onary eee will you not make more enemies than friends? And 


the ) study, the pilot operation, it seems to us, is the beginning of 
a practical working answer. 

I was interested in thé categorical statement by Mr. Dodd: “Don’t 
worry about surplus food. If we have the skill to use it properly,, 
there is no surplus food.” 

I would like to insert in the record along with President Reuther’s 
statement a press release of the FAO issued May 15, 1955, headed 
“FAO Report Discusses Use of Food Surpluses to Finance Additional 
Economic Development in Underdeveloped Countries.” 

This describes in more detail the study and the recommendations 
there. 

Then in view of the casual statement yesterday, in the languid 7- 
page document from the Department of Agriculture that it was much 
easier—I think this was an oral addition, to be fair about it—that 2: 
weeks at the FAO led to the conclusion that action was rather difficult 
with 71 other nations, whereas you could do a great deal in a half- 
hour between 2 nations, I should like to offer for the record an excerpt 
from the 1954 Scheyven Report to the U. N. in support of SUNFED, 
in which there is the most succinct and eloquent statement of the ad- 
vantages of international cooperation. 

Senator Humpurey. That will be accepted for the record and. 
printed as part of your testimony. 
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Mr. Srrton. I am sorely tempted to quote the last paragraph, but 
I will not. 


Senator Humpurey. It will all be printed. 


INSERTIONS IN THE RECORD 


Mr. Surron. Also, to support the prepared statement’s description 
of the unfortunate result of the operation of Public Law 480 in taking 
markets from others, from our friends and from the uncommitted 

countries, I should like to offer for the record the International Federa- 
tion of Agricultural Producers news letter for April 1956, an item on 
page 4 entitled, “Great Speedup of United States Surplus Disposal 
-rogram.” 

Also, next to it, probably by design, “Excerpts of FAO Principles 
on Surplus Disposal,” the last sentence reading: 

Governments undertaking, or proposing to undertake, such large-scale releases, 
should, whenever practicable, consult with other governments interested in the 
possible effects of such transactions, 

That, in very mild and considered language, Mr. Chairman, seems 
to me to be an answer to the half-hour theory of bilateral arrange- 
ments, 

And also—— 

Senator Humpureyr. Do you want that printed, also, as a part of the 
record ? 

Mr. Srrton. This one item. 

Senator Humrurey. Yes indeed. 

Mr. Strron. If I may. 

Senator Humpurey. Yes, surely. 

Mr. Srrron. Also, from the May issue of the same publication, an 
article by the secretary general of the International Federation of 
Agricultural Producers, Roger Savary who, I believe, is of France, 
entitled “On Going It Alone.” 

Senator Humpurey. That will be printed as part of your testimony. 

Mr. Sirron. Also table III from the Foreign Agricultural Service, 
the Department of Agriculture, dated—well, the title is “Table III: 
Planned Uses of Foreign Currency Under Title I, Public Law 480 
Agreements Signed Through May 15, 1956,” which shows that loans 
for multitrade and economic development are 47.7 percent, and the 
grants are 2 percent of that, the last 2 columns of that table. 

Senator Humpurey. That will be printed as part of your testi- 
mony. 

THE FRANCIS REPORT 


Mr. Srrron. Also, since the chairman has it, I would simply call 
attention to the first 10 pages of the “Prospects of Foreign Disposal of 
Domestic Agricultural Surpluses,” a staff study directed by the Inter- 
agency Committee on Agricultural Surplus Disposal, in which they 
state, as the chairman has already put in the record, that the only 
prospect for additional volume, any substantial additional volume, 
of movement of foods and fibers is to the people who have need but 
do not have spending money. That, tied together with the bill before 
you, and with the FAO pilot study—if you put these three things to- 
gether and you hire a man with the attitude of Norris Dodd, you can ~ 
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find ways to use food as development capital, as valuable as the gold 
in Fort Knox. 

Senator Humpurey. I think a lot more valuable, I might say. I 
never have found much value in that gold, I never have seen it. 

Mr. Surron. I accept, certainly, the amendment. It is infinitely 
better. 

Senator Humpurey. I am almost like some of those people who won- 
der whether it was really there. 

Mr. Srrron. Well, there was a story it was not there, and as long 
as no one knew it, it would be all right. 

I might say that throughout World War IT, we really worked at this 
food-for-freedom idea, and other organizations worked at the idea 
that food would win the war and write the peace. 

It did help win the war, and it can help write the peace whenever 
we want to put it to work. 

I will hope the staff and the members of the subcommittee will find 
opportunity to examine at least the first 10 pages of this report. 

Senator Humpurey. We have been doing it now, sir. 

Mr. Surron. It was done for Clarence Francis and transmitted to 
Mr. Dodge, I believe, of the Executive Offices. It seems to me to say 
in effect that there isn’t much juice in the present course of using sub- 
sidized food to move into established markets; that the thing to do is 
to go out and make some markets in ways that will make friends, and 
not only markets for food but for the aeele complex of manufactured 
goods and services in the international field. 

Yesterday the chairman asked for some indication of the countries 
that had incomes so low that it was impossible for the people, with the 
food intake, to do a hard day’s work by standards of 3,000 calories 
aday. For this reason I want to call attention to. the table that Sena- 
tor Murray put in when he put the billin. I have a copy of that table 
here. 

Senator Humpurey. Let us put that in the record at this point. 

Mr. Sirrron. That might be used. 

(The documents referred to are as follows: ) 


[For release from FAO headquarters, Rome, Italy, May 16, 1955] 


Foop AND AGRICULTURE ORGANIZATION OF THE UNITED NATIONS, 
NortH AMERICAN REGIONAL OFFICE, 
Washington 25, D. 0. 


FAO Report Discusses User or Foop Surpiuses To FINANCE ADDITIONAL EcoNoMIO 
DEVELOPMENT IN UNDERDEVELOPED COUNTRIES 


In a report* released today, the Food and Agriculture Organization gives 
some concrete examples of how part of the millions of dollars’ worth of surplus 
foods, now in the hands of governments, could be used to finance additional 
economic development in underdeveloped countries without depressing markets 
in those countries or in exporting countries, 

The report is from a pilot study made in India, and will be considered by 
FAO’s committee on commodity problems, meeting in Rome on May 26. The 


2Uses of Agricultural Surpluses To Finance Economic Development in Underdeveloped 
Countries—Pilot Study in India. A report prepared by Bconomic Division of FAO under 


the leadership of Dr. Mordecai Ezekiel, Deputy ivision Director, assisted by FAO experts 
in agriculture, forestry, and nutrition. The report will also be printed shortly in FAO’s 
Commodity Policy Studies series. 
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report is issued solely as an FAO study, with no commitments either by India 
as to whether it will try to take action along any of the lines suggested, or by 
any country holding surpluses. The projects discussed were used to illustrate 
the economic principles involved, and might require more technical and adminis- 
trative analysis and planning before actually being put into action. 

In a foreword to the report, Director General P. V. Cardon says: “In issuing 
this report * * * I trust it will be helpful to India, and will also serve to 
stimulate other countries to make similar investigations and to take action based 
upon them. Such developments should contribute to using the enormous capital 
now tied up in food surpluses in ways that will contribute more effectively to 
the economic development of the less developed countries and at the same time 
will not burden markets in recipient countries or in exporting countries.” 

The report presents a number of specific Indian projects which could be added 
to the present Indian development program if financed by food surpluses, and 
which might use over $70 million a year of food surpluses, over a 4-year period. 
Nearly half of the entire costs of the projects would be covered by the value of 
the food surpluses used. Projects included are educational and training projects, 
voluntary labor, irrigation and hydroelectric, roads, reforestation, and erosion 
control, city milk-marketing schemes, and forest roads and industries. 

The surpluses would either help feed people working on these additional 
projects or receiving instruction or training, or would be sold and the domestic 
curreney used to pay part of the new project costs. Surpluses thus sold in 
domestic markets would be offset by increased food demands from the additional 
people put to work. In this way, for example, the milk-marketing development 
for the city of Calcutta could be financed three-quarters from surpluses, while 
the forest development for the Andaman Islands could be financed entirely by 
food surpluses and the net profits on the additional logging operations. 

A detailed economic analysis of how development projects could be set up to 
use food surpluses without depressing markets, and of the kind of projects 
which would meet these conditions, is Included in the report. The difficulties 
of measuring just how much surplus foods could be used in this way are also 
considered and the method of making the necessary statistical measurements is 
shown. Besides the project-by-project analysis it also shows how an overall 
increase in the Indian 5-year development program could be based on food 
surpluses, and estimates that $100 million of food surpluses used for such an 
increase annually could finance an addition to the present 5-year plan of $240 
million worth of projects yearly over a 4-year period. 

This report grew out of a request by the FAO Council at its 20th session in 
late 1954. Various FAO bodies—a special subcommittee on the use of surpluses, 
its Committee on Commodity Problems (a 20-country group which meets every 
6 months), and the conference of its 71 member countries—had all passed resolu- 
tions in recent years urging that available food surpluses be disposed of by 
increasing consumption rather than reducing production, and be used in ways 
that would benefit human health and progress, and not depress markets. 

A code of principles for the disposal of surpluses was recommended some time 
ago, stresSing especially (1) using surpluses for economic development, (2) 
using them to improve nutrition of vulnerable groups, and (3) using them for 
emergency (famine) relief. The Council, noting that much progress has been 
made along the last two items, but not much on the first one, asked the Director 
General to have a pilot study made in some country to show what could be 
done along those lines. With India’s agreement, the study was made there, 

The report does not limit itself to existing legislative or administrative 
conditions in any country, which change from time to time, but examines what 
is economically and concretely possible. 

The coming session of the FAO Committee on Commodity Problems will also 
have on its agenda the report of its new Consultative Subcommittee on Surplus 
Disposal which has been meeting frequently in Washington, the progress report 
of its working party on an international olive-oil agreement, special reports on 
milk, rice, and on international effects of national policies for grains, and the 
usual reviews of general and commodity market developments affecting 
agricultural commodity conditions. 
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[Excerpt from Scheyven report] 
THE ADVANTAGES OF INTERNATIONAL COOPERATION 


The advantages of international action are so important that the Scheyven 
report’s* observations are worth quoting verbatim : 

“While external aid is necessary, it can never play more than a supporting 
role. The introduction of capital goods and the presence of technicians are 
indeed essential, but are not sufficient in themselves to bring about progress. 
Economic development is not imported ‘prefabricated’ from abroad, but is 
achieved on the spot by dint of a courageous and intelligent policy. 

“In many underdeveloped countries the way to progress must be opened by 
abandoning ancient prejudices and archaic customs, adapting social and legal 
institutions, suppressing barriers of caste or race and doing away with political 
and social privileges which serve the interests of a minority at the expense of 
the general welfare. Economic progress is possible only if those in authority 
desire it and accept its political and social consequences. 

“As part of the necessary financial aid must take the form of grants, the 
industrialized countries must have recourse to taxation. Before this source 
of finance can be tapped, the taxpayers must be convinced of the value of the 
sacrifices asked of them. Their effort must not be compromised by bad po- 
litical management and the tax they pay must not be a substitute for the taxes 
that an enormously wealthy ruling class, indifferent to the poverty of it8 fellow 
citizens, might be unwilling to pay. 

“It is therefore necessary to introduce structural reforms, while maintaining 
full respect for the sovereignty of the underdeveloped countries. It might be 
easier to carry out such structural reforms through an international organiza- 
tion, which is in a better position to spare national susceptibilities. The inter- 
vention of any one country in reforms of this nature would be a very difficult 
matter, as is illustrated by the reactions which have been aroused whenever 
lending countries have sought to make their investments conditional upon stipu- 
lations which the borrowing countries regard as infringements of their soy- 
ereignty.” 


[IFAP News, April 1956] 
GREAT SPEEDUP OF UNITED STaTEs SURPLUS DISPOSAL PROGRAM 


United States has suddenly greatly speeded up its surplus disposal program. 

Altogether, the United States has made deals to sell, barter, or give away in 
the world market about $3,250 million worth of farm surpluses since the intensive 
drive on the export of surpluses began in mid-1953. But in the past 3 months 
there has been a sudden and great acceleration of the disposal program. In the 
18 months from the time the Public Law 480 program began to the end of Decem- 
ber, 1955, the United States signed deals for about $680 million in foreign cur- 
rency sales of surpluses. In the 3 months since the end of December, the United 
States has made similar agreements for surpluses valued at about the same 
amount. In other words, in the first 3 months of this year, United States signed 
surplus sales deals equal to all the sales agreements made since the Public Law 
480 program began in mid-1954. 

Most of the United States disposals have gone for sale for local currencies; 
about $2,400 million. About $350 million has been bartered and $500 million has 
been given away to foreign countries in donations and famine relief. 

Under the disposal program, in addition to acceptance of local currencies in- 
stead of dollars, heavy subsidies are paid for wheat, feed grains, rice and dairy 
products. Under Public Law 480 alone, $406,800,000 is the cost to the Commodity 
Credit Corporation for wheat exported for sale for local currencies. The wheat, 
however, was sold for the equivalent of $208 million. This means the wheat cost 
the Government $3.36 a bushel, including storage costs, and was sold for the 
equivalent in local currencies of $1.72. This means a subsidy of $1.64 per bushel. 

Also on wheat it is estimated that upward of 70 to 75 percent of all United 
States wheat exports come under Public Law 480 for local currency sale, barter 
or give-away or under the International Cooperation Administration program 


1 Special United Nations Fund for Economic Development, final report by Belgian 
Banker Raymond Scheyven, prepared in pursuance of General Assembly Resolution 724B 
(Viii) ; General Assembly, Official Records; Ninth Session (1954), Supplement No. 19 
49/2728), pp. 15-16. 
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for foreign currency sales. Agriculture Secretary Ezra Taft Benson says at 
present 40 percent of United States wheat exports are being sold for local cur- 
rencies under Public Law 480. 

The drive to get rid of surpluses by exporting them began in earnest in mid- 
1953 with the passage of section 550 which authorized the sale of surpluses by the 
Mutual Security Administration for local currencies. In that fiscal year ending 
in mid-1954 deals for $245 million in farm surpluses were made with other coun- 
tries. In 1954, Public Law 480 began operating and greatly widened the sales for 
foreign currencies instead of dollars. Up to now the International Cooperation 
Administration (which succeeded the Mutual Security Administration) has 
made agreements to sell a total of more than $900 million worth of farm surpluses 
for local currencies. Under Public Law 480 close to $1,500 million has been sold 
for local currencies. The barter deals and giveaways also come under Public 
Law 480. 

The deals signed for sales, barters, and giveaway total about $3,250 million. 
In the same period (fiscal 1954, 1955, and thus far in fiscal 1956) total agricul- 
tural exports from United States amount to about $8 billion. The disposal pro- 
gram, however, did not get into full swing until last year and adding fiscal 1955 
and up to the present in fiscal 1956, surplus deals made totaled about $3 billion. 
Total farm exports in this period were about $5 billion. 

Commenting on the sales under Public Law 480, Agriculture Secretary Benson 
says, “The program is having timely and helpful effect. It has given strength 
to our foreign and domestic markets at a time when such strength has been 
needed. Thanks in big part to the program, our agricultural exports have been 
able not only to hold their own in the face of increased world competition but, 
on a volume basis, have increased 16 percent during the past 2 years. And these 
gains appear to be continuing,” 

Wheat is the biggest seller on the sales for foreign currencies instead of dollars. 
Approximately $665 million worth of surplus American wheat has been covered 
by surplus sales deals. Cotton is next with about $600 million. Rice, feed grains, 
fats, oils, and tobacco are the other major commodities moving out of the United 
States surplus stocks and into world trade under these foreign currency, barter, 
and giveaway programs. 


Excerpts or FAO PRINCIPLES ON SURPLUS DISPOSAL 
SECTION I 


“The solution to problems of agricultural surplus disposal should be sought, 
wherever possible, through efforts to increase consumption rather than through 
measures to restrict supplies. 

“Member governments which have excess stocks of agricultural products 
should dispose of such products in an orderly manner so as to avoid any undue 
pressure resulting in sharp falls of prices on world markets, particularly when 
prices of agricultural products are generally low. 

“Where supplies are disposed of under special terms, there should be an under- 
taking from both importing and exporting countries that such arrangements 
will be made without harmful interference with normal patterns of production 
and international trade.” 

SECTION II 


“In determining whether or not sales on concessional terms or grants to a 
given region cause any harmful interference with normal patterns of production 
and international trade, and prices, account should be taken of special factors 
affecting trade in the commodity concerned * * *.” 


SECTION III 


“Harmful interference with normal patterns of production and international 
trade can be caused not only by sales on concessional terms, but also by the 
quantity of the commodity sold, and/or the rate at which it is moved, seen in rela- 
tion to other market characteristics. 

“Since it is difficult to agree on any precise definition of ‘exceptional’ volume 
or rate of sales, or of ‘harmful interference caused by such sales,’ these aspects 
need to be ascertained on the merits of each case with the aid of a series of 
commonsense criteria * * *. In the case of very large bulk transactions or 
sudden drastic changes in governmental sales policies such as the sudden aban- 
donment of price-support measures and large-scale releases of stocks on foreign 
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markets (e. g. liquidation of stockpiles), it will probably not be difficult in prac- 
tice to ascertain that the volume or rate of offerings are exceptional. Govern- 
ments undertaking, or proposing to undertake, such large-scale releases should, 
whenever practicable, consult with other governments interested in the possible 
effects of such transactions.” 


[IFAP News, May 1956] 
On GorIne IT ALONE 
(By Roger Savary, IFAP Secretary General) 


There is a subsection in the United States Agricultural Trade Development 
and Assistance Act of 1954 (Public Law 480) authorizing the President to use 
the foreign currencies accruing from the sale of surplus agricultural commodities 
“to help develop new markets for United States agricultural commodities.” 

Of all the provisions of that act, this is probably the one most likely to plant 
the seeds of discontent and unrest in the other countries concerned. Interna- 
tional reactions to steps taken in pursuance of that provision have been slow to 
build up because most foreign competitors did not appreciate its full implica- 
tions. The probable denunciation of these practices is all the more likely to be 
deafening when they begin to hurt. 

The most unfortunate aspect of some of the efforts made to implement section 
104, A of Public Law 480 is that they have practically killed in its womb the 
promising policy initiated by FAO at IFAP’s suggestion to develop on a coopera- 
tive international basis world export markets for dairy products. 

The first and so far only fruit of that policy, the so-called Calcutta scheme, 
whereby four exporting countries, including the United States, are trying to band 
together under FAO auspices to establish a new market in India, is still stalled 
by complexities in the operation of American administration. But the USDA 
recently announced that a master plan had been worked out, negotiated, and 
signed with DISI’ to allocate the equivalent of $1 million in counterpart funds 
for the development and extension of markets for United States milk products 
in most potential importing countries except India. 

The pattern and even the details of the master plan appear to be identical to 
those involved by FAO after months of intensive study for its international ven- 
ture. But it will be on a strictly national basis. No other exporting country is 
apparently expected to cooperate. A first trial project will soon be initiated in 
Colombia. ’ 

IFAP, who has supported and does support all efforts to put surplus-disposal 
operations on a cooperative international basis, thinks that intergovernmental 
cooperation is a more civilized solution to difficulties arising largely from govern- 
mental actions. If governments must intervene at all in matters of international 
trade, they must do so in a spirit of intergovernmental understanding and good- 
will. We do not believe in governments outbidding each other for markets, and 
we still hope that something of the spirit which animated the initiators of the 
Calcutta scheme will at least be salvaged from the apparent wreck of their hopes. 


1Dairy Industries Society International, predominantly representative of manufacturers 
of dairy plants and dairy industry, also comprises American and foreign specialists of 
dairy problems. 
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Per person average annual real income in selected countries 
[Figures from United Nations publications ; for comparison, United States figure is $1,900] 


SOUTH AND CENTRAL AMERICA 
Thailand >| Argentina 
Afghanistan Venezuela 
Burma é Uruguay 
Ceylon é Bolivia 
India 


Equador 
Guatemala 


Mr. Srrron. I would also like to call attention to another state- 
ment, in contrast to the attitude displayed here yesterday, which re- 
minded me, if I may say so, of the attitude of the twenties and the 
thirties. I have lived through 214 world wars and 314 depressions, 
and this attitude we have had here seems to me to say, “Can't do; 


difficult ; let’s play what we have got; why cooperate with other na- 
tions; we have got aces back-to-back; let’s do it this way.” 
In contrast to that, I would like to refer to a speech made by a 


banker, Eugene Black, president of the World Bank, at the annual 
dinner of the Connecticut Chamber of Commerce, May 8, inserted 
in the record by Senator Prescott Bush of Connecticut at a cost to 
the American people of $200 for 214 pages. I would very much like 
to read at least one sentence from that: 

“T do think it is very much”—this is a banker; this is not Walter 
Reuther, UAW, Paul Sifton, Hubert Humphrey, or anybody but a 
banker saying this—“I do think it is very much to our own interest 
to do what we can on an intelligent basis to promote economic de- 
velopment in the rest of the world. Let me say why I think this is so.” 

I hope this titillates someone into reading the rest of this speech 
by a banker which, inserted in the Record by a Republican Senator, 
gives me hope that the policy of the administration may yet change, 
as the Senator yesterday indicated it changed on another occasion. 

Thank you very much, and I apologize for taking so much of your 
time. 

Senator Humrnrey. Thank you very much, and will you thank 
Mr. Reuther for the statement he has submitted to us. 

Mr. Srrron. Thank you. 

Senator Humpurey. I want you to know, his statement to the full 
Committee on Foreign Relations, as you know, dealt with this sub- 
ject in past, and it was very well received. cake 

Mr. Srrron. Yes. Senator Mansfield said he had noticed it, and 
he thought it had some value in it. 

Senator Humrnrer. It had great value, and was very carefully 
noted, 


Is Mr. Simon Strauss here ? 
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Mr. Srrauss. Yes, sir. 
Senator Humpnurey. Mr. Strauss, we welcome you. I am sorry 
we held you up so long. We find ourselves in an unusually busy day. 


STATEMENT OF SIMON D. STRAUSS, VICE PRESIDENT AND SALES 
MANAGER, AMERICAN SMELTING & REFINING CO. 


Mr. Srravss. Thank you, Mr. Chairman. 

I would like to make a correction in the agenda which refers to me 
as the vice president of the American Mining Congress. 

I do appear on behalf of the American Mining Congress, and I am 
a vice president, but not of the Congress. 

I would like furthermore, Mr. Chairman, and in spite of your plea 
to the contrary, to read the greater part of my statement for two 
reasons: In the first place, it is brief, in the second place, I believe 
that I am the only witness this morning who is to speak as opposing 
the resolutions. 

Senator Humpurry. I may say you will be given an opportunity. 

Mr. Srravss. Right. 

Senator Humenrey. I will read, of course, all the record myself. 

Mr. Srravss. Right. 

My name is Simon D. Strauss. I am appearing on behalf of the 
American Mining Congress with respect to Senate Resolutions 85 and 
86. It am at present vice president and sales manager of the Ameri- 
can Smelting & Refining Co., a large producer of various metals and 
minerals with operations of its own in the United States, Canada, 
and Latin America, and with other isterests in these countries, in 
Australia and in the United Kingdom. During the war years I was 
in Government service as vice president and later deputy director of 
the Metals Reserve Company, one of the wartime cibaidbieion of the 
Reconstruction Finance Corporation. At that time I acted as the 
RFC member of the operating committee of the Combined Raw Ma- 
terials Board, a joint United States-United Kingdom agency that 
handled the allocation of strategic materials among the Allies in 
wartime. Prior to World War II I was minerals economist for the 
Standard Statistics Co.—now Standard & Poor’s Corp.—and an as- 
sistant editor of the Engineering & Mining Journal—so that I have 
been an observer of economic trends in the minerals industries since 
1927, 

OPPOSITION TO PROPOSALS AS THEY RELATE TO MINERALS 


The American Mining ig wishes to express its opposition to 


both resolutions insofar as they affect the mineral industries. We 
express no opinion as to agricultural products, but in the field with 
which we are familiar we believe the plan for an International Raw 
Materials Reserve is impractical and undesirable. 

On their face, the objectives of the two resolutions appear admir- 
able—to combat famine, to provide an improved standard of living, 
to safeguard against shortages, and to reduce or eliminate the wide 
fluctuations in price which are characteristic of many raw materials. 

Both resolutions, as we read them, are couched in broad language 
and do not establish a specific framework of detail on which an Inter- 
national Raw Materials Reserve is to operate. The intent is appar- 
ently to permit the executive branch of the Government latitude within 





122 INTERNATIONAL FOOD BANK AND RAW MATERIALS RESERVE 


which to negotiate with other interested governments under the auspi- 
ces of the United Nations. In Senate Resolution 85 reference is made 
to the International Bank for Reconstruction and Development as the 
model—but one wonders whether the analogy is correct. 

The International Bank is an agency that provides capital; stabil- 
ization is not its function. The International Monetary Fund is a 
more nearly parallel case. The fund was established to stabilize 
currencies just as the proposed Raw Materials Reserve is intended to 
stabilize commodity prices. 

Senator Humpurey. May I just interrupt you to say, as one who 
has long been interested in these proposals, their prime purpose is 
not to stabilize markets alone. 

Their purpose is multipurpose, and you will note that the resolu- 
tions indicate that there are a number of objectives to which the reso- 
luations are directed. 

Stabilization of markets indeed is desirable, but I think the most 
desirable of all is the proper use of the abundance of food and fiber ; 
that is the first objective. 

May I say, as one of the cosponsors, that I see those purposes in 
these resolutions. 

Mr. Srravss. Thank you, Senator, for that explanation. 

I observed during the course of this morning’s session—I did not 
attend yesterday—that the conversatoin was trending along that line. 

But, nevertheless, I do not believe that the parallel with the bank is 
an apt one. The nature of the operation of the bank, dealing not 
with commodities but with long-term investments, simply does not 
strike me as analogous. 

Senator Humrnrey. I think there is merit to your point of view. 

Mr. Srravss. Thank you. 

In this connection the experience of the fund is perhaps of interest. 
It was formed at the end of World War II for the purpose of facilitat- 
ing unimpeded multilateral trade and the general convertibility of 
currencies. Fifty-eight nations are now members of the fund. 

It is well to note that currencies are issued by government—unlike 
raw materials, which are for the most part produced by private enter- 
prise. In the currency field private enterprise is pathibited><endl if 
undertaken is subject to fines or imprisonment or both. Surely in this 
field, therefore, international cooperation should be more effective 
than in most. 

Yet the Monetary Fund’s activities have been relatively negligible. 
The quotas for all members amount to $8,750 million. The actual 
transactions in more than 10 years of operations account for less than 
15 percent of this amount. Most currencies are not freely convertible 
today and many are chronically unstable—notably in Latin America. 
International] stabilization has not worked in this field. 


QUESTIONS ON THE RAW MATERIALS RESERVE 


The International Raw Materials Reserve cannot be a success in 
the mineral commodities because the task is beyond the abilities of 
any group of administrators, however competent, disinterested, and 
honest they may be. We doubt that in proposing this undertaking the 
sponsors have given adequate consideration to the multiplicity of 
problems that are bound to arise. As an indication we list below a 
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few—and only a few—of the formidable difficulties which would have 
to be faced. ‘Time and space do not permit listing them all. 

1. Where will the materials be stored ? 

If stored in the country of production—which in most instances 
will not be the country of consumption—they may not be readily 
available in time of need. 

If stored in the country of consumption, how is the selection of that 
country to be made? A wrong choice will entail transshipment and 
the extra cost of transport may be prohibitive. To illustrate, suppose 
bauxite or iron ore is stored in the United States when the need de- 
velops, say, in France. The added transport cost would exceed the 
actual value of the material at the mine head. 

2. In the event of military action, will material be released from 
the reserves 

As the plan is under the auspices of the United Nations presumably 
all member countries would be eligible to participate. The problems 
that might arise can easily be visualized oS considering what could 
have happened during the Korean war had the International Raw 
Materials Reserve been in effect at the time. Would the Russians have 
had veto power over the reserve? If part of the reserve had been 
physically stored in one of the belligerent countries how could its use 
for war purposes by the belligerent have been prevented? If such use 
by a belligerent cannot be prevented, then the plan in effect becomes 
an international stockpiling scheme in which the taxpayers of various 
individual countries are possibly paying the bill for maintaining 
stocks in the hands of their own country’s enemies. It will be seen 
that the nub of the problem is the physical location of the stocks. 

3. How can embargoes on exports of strategic materials be effective 
under an International Raw Materials Reserve ? 

The case of copper is a good illustration of this problem. Members 
of the Congress have been much concerned in recent months over ex- 
ports of copper and copper products to Iron Curtain countries. 
Assuming that the reserve desires to stabilize the price of copper to 
assist the economies of such countries as Chile, the Belgian Congo, and 
Northern Rhodesia, then stockpiles of copper under the control of the 
international agency would be established. On what grounds could 
countries such as Russia, Poland, and Czechoslovakia be denied access 
to such stockpiles since they are members in good standing of the 
United Nations? 


CONTROLS ON COPPER SHIPMENT TO COMMUNIST NATIONS 


Senator Humpurey. Let me ask you a serious question: Are they 
being denied it now ? 

Mr. Srravss. Yes, sir; perhaps not with a 100 percent effectiveness, 
but they are certainly being denied free access to copper today, sir. 

Senator Humeurey. I have not heard that they have been exactly 
impeded in their industrial progress because of the lack of copper. 

r. Strauss. That is a matter of opinion, Senator. 

Senator Humpurey. That is no longer a matter of opinion. 

Mr. Srravss. In my opinion, it is a matter of opinion. 

Senator Humrnrey. They have had production—we have had 
testimony here in recent, weeks of machinery produced in the Soviet: 
Union, produced of copper received from all over the world, 
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Mr. Srrauss. If you are speaking of jet planes 

Senator Humpnrey. I am not speaking of jet planes. I know they 
have got copper in jet planes. They have got darned good jet planes. 
In fact, I feel they have too many of them, and I feel that we should 
have more. 

Mr. Srrauss. Is it your feeling that the embargo on strategic mate- 
rials should be lifted ? 

Senator Humpurey. No; but I want to be realistic. 

Are you trying to tell me that they are not transshipping strategic 
materials out of certain Western European countries into the Soviet 
Union? 

Mr. Srravss. I do not think they are to any considerable extent. 

Senator Humpurey. Let me repeat, are you trying to tell me they 
are not transshipping strategic materials out of certain Western 
European countries into the Soviet Union ? 

Mr. Srravss. If you are asking me to say what I know—— 

Senator Humpnrey. Yes; what do you know? 

Mr. Srravuss (continuing). I will be glad to say what I know. 

As far as I know, sir, the export of refined copper to the Iron Cur- 
tain countries is under very close and adequate control. There has 
been an export trade in certain fabricated commodities containing 
copper. 

Senator Humpurey. Yes. 

Mr. Srravss. And that trade has been undertaken as the result of 
definite understandings between the various Western European coun- 
tries involved. 

Senator Humpnrey. We had an investigation about that recently. 

Mr. Srravuss. That is correct, sir; that is right. 

Senator Humpsrey. Are you further saying that the Soviet Union 
does not have access to copper ? 

Mr. Srrauss. They have a production of their own, but as compared 
with the production in the free world, it is very small. 

Senator Humpurey. Do they produce any copper in China? 

Mr. Strauss. Not that I know of. If so, it is infinitesimal. 

There is a production in Russia and a production in Eastern Ger- 
many which was taken over by the Russians—in the Eastern Zone of 
Germany—but the sum total of access to copper of the Iron Curtain 
bloc, in my opinion, does not exceed 300,000 or 400,000 tons a year, as 
against 3 million tons a year in the Western World. 

Senator Humreurey. Of course, that does not mean anything in 
terms of Soviet military capabilities because their sum total of steel 
production is infinitesimal compared to the rest of the world; but 
they are practically running us off the map now with weapons. 

Mr. Srravss. Very well, sir. 

Senator Humpnrey. Aren’t they? 

Mr. Srravss. As to that, you would have better knowledge than I. 

Senator Humpurry. Well, after all, they do have a substantial 
number of divisions, and there are more mechanized divisions behind 
the Iron Curtain than there are in all of the rest of the free world 
put together, are there not? 

Mr. Srravuss. Those are the statistics on paper. I have no personal 
knowledge of it. 

Senator Humpnrey. Not only statistics on paper; they are the hard 
cruel realities of today. 
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EFFECT OF RESERVE ON STRATEGIC MATERIALS 


Mr. Srrauss. Well, sir, I repeat, however, my point: I mean, I 
think this digression, while interesting, does not invalidate my point, 
which is that if you take strategic materials into this basic materials 
reserve, you are then in a position where presumably any control over 
those strategic materials by export quotas or any other means would 
be lost. 

Senator Humpurey. What about if you really wanted to have a dis- 
armament program, would not international control be much better 
than the way we are doing it now so that you could really shut off 
the supplies for certain materials? 

Mr. Srravss. Well, sir 

Senator Humpurey. May I say before we go further, I am not 
really concerned about the mineral part because I think this resolution 
ought to be limited to food and fiber, that is my own personal opinion. 

Mr. Srravss. Right, sir. 

Senator Humpurey. But I am chairman of the Subcommittee on 
Disarmament 

Mr. Srrauss. Yes, sir. 

Senator Humpnrey. And I think it might not be a bad idea if we 
had some international control over the flow of materials on some 
basis. That would be one way for us to know for sure they were not 
building too much. 

Mr. Srravss. As I read this resolution, it did not contemplate in- 
ternational control over flow. 

What it simply contemplated was setting up an international re- 
serve, just as our own country has set up a national stockpile in copper 
but does not necessarily control the flow of copper in the country. 

We are talking about two different things. 

Senator Humpnrey. I want to say very frankly I have been inter- 
ested in the mining groups coming in here on this because I gather 
they were concerned about it and, frankly, as the chairman of the sub- 
committee, I never thought about this resolution applying to minerals; 
and this has been a pleasant digression for me, and interesting testi- 
mony. 

But, as the chairman of this subcommittee, I can assure you that the 
last thought in my mind was that we were going to report out anything 
here that applied to minerals. 

Mr. Srrauss. Well, the resolutions as written are broad enough to 
cover them, sir. 

Senator Humpnurey. That was a matter of definition which we 
discussed yesterday. 

Mr. Srravss. Yes; and it is for that reason that we wished to appear 
in opposition. 

Senator Humpnrey. You have excited my imagination, and I am 
beginning to be interested. 

Mr. Srravss. Perhaps I have done my cause a disservice by appear- 
ing. 

Senator Humpurey. No; you have not at all. 

I want to say to you you are doing very well, and I want to say that 
I think there is a lot of validity in what you have to say; I said that 
earlier. 


80333—56——9 
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I just feel that sometimes we oppose a resolution—we reach pretty 
far to try to show how wrong it is—and I still say the Soviet Union 
and the Lron Curtain countries are going to be getting copper, just like 
Red China is getting material. 

You do not stop nations from doing business because you say they 
ought not to be doing business. 

You can put roadblocks in their way, but if the Soviet Union wants 
to have copper, and it is desperate for it, it will go get it. 

Mr. Srravuss. I daresay that is true. But, perhaps, it is not true as 
to the quantities or costs they would like to get them at. 

Senator Humpnrey. I repeat, sir, that from the point of view of 
military power they have not exactly been in want. I grant you they 
do not have quite as much copper pipe in their houses as we do and, 
frankly, they do not have as many houses, but they are not particularly 
interested in that. 

Mr. Srravss. If I may proceed, sir. 

Senator Humpurey. Yes, sir. 

Mr. Srravss. And if they have access what becomes of our em- 
bargoes on strategic materials? 


FURTHER QUESTIONS ON THE RESERVE 


4. Can the international raw materials reserve be drawn on to meet 

shortages from labor disputes ? 
Again using copper as an example, its recent price instability has 
been largely the result of repeated labor disputes in the isEwery, 
y 


coupled with growing demand. Prices reached 55 cents a pound ear 

this year compared with the Korean war ceiling price of 24 and a half 
cents a pound. Last summer, when a strike was on in the domestic 
mining industry, our Government was unwilling. to release certain 
quantities of copper it had under contract for fear such action would 
have been construed as strikebreaking. Would the international raw 
materials reserve be similarly unwilling to release copper during 
strikes, or any other material, for that matter? And if so, how is it 
‘going to stabilize prices during strike-induced periods of shortage? 

Senator Humpnueery. Settle the strike. 

Mr. Srravuss. Well, will the International Raw Materials Reserve 
have the authority to do that, sir? 

Senator Humpurey. No, not at all; and I do not think it should. 
I think if you have a strategic reserve for the defense of your country, 
that is what it ought to be for. It ought not to be used as part of the 
negotiations any more than a police department should be used to 
settle strikes. 

Mr. Srravss. I am in agreement. All I am trying to point out, 
where commodities are not produced by individual labor, as they are 
on farms, but by corporation effort, with large groups of union people, 
you are always running into the possibility of strikes, and there will 
then be the geen of that instability being of a nature which the 
reserve cannot control. 

Senator Humpnrey. May I say that if the a farm is liquidated 
at the apparent pace it is being liquidated, you will be faced with that 
situation in agriculture, which some people have not taken into 
consideration. 
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The greatest friends of the consumer are the farmers. That seems 
to be overlooked by the consumer. 

If the pattern continues, as it is now continuing, with the dimuni- 
tion and the continued reduction of family farming units, and larger 
land holdings, you are going to have organized agriculture that will 
make organized labor look like it is running second place. 

Then, my good friend, you wait and see what price you pay. 

Mr. Srravss. I am sure that this news is ares comforting to 
Mr. Sifton because it will give him and his group another field for 
organization. 

Senator Humrurey. I do not think it is comforting to anybody in 
particular because I would prefer to see the family farm unit. I think 
this is a social pattern which is highly desirable. But I think some 
people have talked about the so-called efficiency as if it were the last 
word of Holy Scripture. We would be a whole lot better off to be 
thinking of how do you freeze a social unit, like a family farm unit, 
rather than this massive production we are beginning to see in many 
places in America. 

I have a strong feeling on this. I am against collectivized agricul- 
ture, either in the United States or the Soviet Union. 


STABILIZATION OF PRICES 


Mr. Strauss. Who is going to determine the proper level at which 
prices are to be stabilized ¢ 

Producers will have a very different idea on this subject than will 
consumers. Bolivia, a high-cost producer of tin, is losmg money on 
its nationalized tin-mining properties at the present level of prices. 
Yet consumers are steadily reducing their use of tin because they con- 
sider the price too high. If the Bolivian point of view is adopted and 
tin prices are stabilized at a level higher than is currently in effect, 
the market for tin may shrink still further. 

Then the international reserve will be holding stocks of a material 
for which there is little or no use. In the 11 years since the war has 
ended there have been innumerable meetings of representatives of the 
principal Hn-predncing and tin-consuming countries in an effort to 
find a plan to which all could agree. A scheme is now in process of 
being adopted without the participation of the United States, but it 
has taken 11 years and there is no indication that it will be successful. 

I might add parenthetically there that successful in the minds of 
the Bolivians, because the price that the rest of the members of the 
group are thinking of, is one that is unsatisfactory to the Bolivian 
producers. 


CHANGING CONDITIONS IN MINERAL FIELD 


6. Conditions change rapidly in the field of production and use of 
minerals. New deposits are found; new uses are developed—these 
have profound effects on the market for these products. Can the re- 
serve act promptly to meet these changing conditions ? 


Without in any way belittling the faith or the ability of the 
individual officials involved, it is a fact that government operation 
is by its very nature slow and cumbersome. Time and ugain the record 
shows that decisions are reached only after the situation has so al- 
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tered that the policy decided on, although originally sound, is no 
longer suplioghi 

During the later stages of the Korean war an International Ma- 
terials Conference was established to allocate scarce materials such 
as copper, nickel, and zinc. Its accomplishments were virtually nil 
and its deliberations were conducted in an atmosphere of special 
pleading—most countries overstated their requirements or under- 
stated their expected home supplies. This was not done maliciously 
but simply for the good reason that each negotiator was under pres- 
sure from his home government and from domestic industries to try 
to secure larger supplies. 


OTHER QUESTIONS 


Other questions will merely be stated to indicate the nature of the 
problems without any attempt to analyze them: 

In what currencies will materials be bought ? 

Will they be sold for the same currencies? If not, how will the 
reserve guard against the problem of having to pay hard currencies 
and sell for weak ones ? 

Prices in various world markets differ from time to time. Within 
the last year the price of copper in London has been as much as 11 
cents a pound over the price of the large United States producers 
and as much as 9 cents below, in fact, it is 10 cents below today. 

Which prices will the reserve use as a benchmark in its efforts to 
stabilize? Will it buy in one market and sell in another simultaneously 
in order to effect stabilization ? 

Are the deliberations of the officials of the reserve to be secret or 
public? If secret how can adequate safeguards be established against 
the use of knowledge by insiders for private profit? If public how 
can the effects of the debates on the commodity markets be minimized 
to avoid the enormous swings that are likely to occur as opposing views 
are stated ? 

In other words, while the debate is going on, but before a decision 
is reached. 

To conclude, when a government or a group of governments operate 
in a commodity market, the effect is infinitely more serious than when 
a private buyer or seller does so. A private operator must always be 
limited by financial considerations. Both government buyers and 
private buyers can make mistakes—as I can testify from personal 
experience with both. But the virtually unlimited resources at the 
disposal of the government buyer makes it possible for him to carry 
on a mistaken policy long after a private buyer would have stopped 
for lack of funds. 

Once created, the temptation to use'the international reserve for 
diplomatic, military, or political ends will be enormous—and such 
use may well be to the detriment of both the producer and the con- 
sumer of the materials. Efforts in the past to contro] raw materials 
through private cartels have ended in failure. The substitution of 
politicians for industrialists will not make the cartel operation more 
palatable or more successful. 
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BUSINESSMEN AND POLITICIANS 


Senator Humpurey. What we have done recently is to substitute 


our industrialists for politicians, and I do not think it has made it any 
more palatable either. 


Mr. Srravss. I think that is also a matter of opinion, Mr. Chair- 
man. Iam not sure I agree with you. 


Senator Humpurey. I have noticed in these programs—I want 


ws be kind to you—we generally get the best that industry has to 
offer. 


If they “loused” it up, Iam sorry. I sat on committees, and we gave 
them more authority, 


Mr. Strauss. I am not saying in those fields that they “loused” it 
up. Iam not expressing an opinion. I say a cartel is wrong, whether 
it is run by industrialists or politicians. 

Senator Humpurey. I am against cartels and monopolies, and I am 


sure you are, too. I do not think either should have any predominant 
influence. 


Mr. Strauss. I am in agreement with you. 


POLICY DECLARATIONS OF AMERICAN MINING CONGRESS 


As pas of this statement, Mr. Chairman, I would like to file for the 


record the policy declarations of the American Mining Congress on 
these subjects: 


We oppose intergovernmental commodity agreements that call for state 
control over industry, or involve international regulation of production, distribu- 
tion, and prices (policy declaration, 1952). 

We deplore the participation of the United States in the International Mate- 
rials Conference and we approve the action of Congress in limiting the represen- 
tation of the United States on the International Materials Conference to that 
of an observer (policy declaration, 1953). 

We oppose intergovernmental commodity agreements that call for control 
over industry, or involve international regulation of production, distribution 
and prices (policy declaration, 1953). 

The United Nations has established a Commission for International Com- 
modity Trade. This Commission is empowered to recommend agreements to 
member countries such as those provided in chapter VI of the Habana Charter, 
which was rejected by the Congress of the United States. We commend the State 
Department for its vigorous opposition to the formation and constitution of this 
new United Nations Commision. The powers of this Commission are far greater 
than those of the new disbanded International Materials Conference, which we 
strongly opposed. We have not changed our position with respect to international 
commodity agreements, and, accordingly, we oppose any United States partici- 
pation in this new United Nations commission, or in any new international com- 
modity agreements which may be sponsored by the Organization of American 
States (policy declaration, 1954). 

We have opposed intergovernmental commodity agreements that call for 
eontrol over industry or involve international regulation of production, distri- 
bution and prices of minerals and other raw materials. Consistent with this 
position our 1952 policy declaration opposed United States participation in the 
International Materials Conference. Again, in 1954, the declaration expressed 
concern at the recent establishment by the United Nations of a Commission for 
International Commodity Trade. It also noted that the agenda of the Rio 
Conference of the Organization of American States included discussions on the 
establishment of new intergovernmental commodity agreements among the na- 
tions of this hemisphere. 

We commend the administration for having completely rejected intergov- 
ernmental commodity agreements at the Rio Conference last fall and for its . 
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forthright position in the United Nations Bconomic and Social Council at 
Geneva this past summer, where it announced that the United States will not 
find it possible to participate in the work of the United Nations Commission for 
International Commodity Trade, and that this Government would welcome 
the election of some other government on the Commission in its place. 

Senator Humeurey. Let me ask you a question on the last para- 
graph. 

Mr. Srravss. Surely. 


INTERNATIONAL MATERIALS CONFERENCE 


Senator Humpurey. Did your organization ask our Government 
only to be an observer at our International Materials Conference in 
1952? 

Mr. Srravss. I believe we did; yes, sir. 

Senator Humpurey. Why?! 

Mr. Srravuss. Because of the fact that we felt the International 
Materials Conference was contrary to the best interests of the country, 
and to the interests of our industry. 

May I tell you a little bit about the International Materials Con- 
ference? I happened, although not in sympathy with its ideals, to 
have been called on as an adviser to the Materials Conference from 
time to time simply from the monizietat of providing information, 

The International Materials Conference, among the commodities 
with which it dealt, dealt with the commodity zinc. This was in 1951. 

Mr. Atlee had been over to see Mr. Truman in January of 1951, and 
he told Mr. Truman that the British were so desperate for zinc that 
we had to let them have some zinc from our stockpile, and arrange- 
ments were made by which the British actually got between ten and 
twenty thousand tons of zinc. 

In the latter part of the year, the International Materials Confer- 
ence was set up with the idea of allocating zinc, with the thought of 
everybody getting a fair share. 

Immediately we ran up against this situation, and I am not being 
critical of the Belgians when I refer to them, I am simply trying to 
illustrate the kind of problems that arise. Belgium is the third largest 
producer of zinc in the world. It produces between 220,000 and 225,000 
tons of zinc a year. : 

When zinc is scarce, the Belgian producers have the logical policy 
of taking care of the home demand first. 

Senator Humpnrey. Right. 

Mr. Srravss. The statistics show very clearly the normal Belgian 
consumption of zinc during the postwar period was 60,000 to 70,000 
tons. 

In 1951, as this yearbook will show, the consumption of zinc in 
Belgium suddenly jumped to 115,000 tons, and when the International 
Materials Conference was set up in late 1951 to discuss the 1952 zine 
allocations, the Belgians made a very vneng plea for a quota equiva- 
lent to 150,000 short tons. This is—actually, they asked for 120,000 
metric tons, but I am converting to short tons. 

Because Belgium is a large producer, the International Materials 
Conference felt that a gun was more or less at their heads. 

The same thing was true of the Chileans on copper, and with a 
number of other countries in other commodities, and they acceded to 
the Belgian wish. 
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However, it happened that the action in Korea went better than 
expected. World production of zine increased more rapidly than 
expected, and the Belgians, instead of using 120,000 metric or 150,000 
short tons of zine in 1952, due to the collapse i in the demand for Zinc, 
actually wound up using 60,000. They never used the allocation which 
the Materials Conference had given them. 

At the same time, to revert now to our British friends, who were so 
desperate in the first half of 1951 that they had to actually ask us for 
10,000 tons of zinc, they had committed themselves to buy zinc very 
hes avily i in the world markets, and in October of 1952, I was one of a 
number of representatives of zinc producers called to London to 
work out means of helping the British dispose of their surpluses of 
zinc, 

Now, I revert to the statement I made in my statement here—I am 
not trying to be critical of any of these people. I do not believe any 
of them acted malic ‘lously or in bad faith. 

I think every one of them acted sincerely and in a manner that he 
considered to be the best of motives. They made mistakes; human 
beings are likely to make mistakes. My point is simply that when the 
Government gets into the market, the mistake gets perpetuated. It is 
propounded three times over. 

Now, a private buyer of zinc who had been in the position of the 
British Government would not have overbought his zinc requirements 
in 1951, and would not have had a surplus of comparable size to 
dispose of in 1952 simply because he is limited by his own financial 
resources. 

Senator Humpurey. And simply because he does not have to think 
about the national policy. 

Mr. Srravss. No, sir. 


DIFFERENCE BETWEEN POLITICS AND BUSINESS 


Senator Humpurey. The Prime Minister had to be thinking about 
his country at war. 

Mr. Strauss. That is perfectly true. 

Senator Humpnrry. I want to say it is a lot different being a 
United States Senator than running a drugstore. 

Mr. Strauss. I am sure 

Senator Humrurey. I know when you are out there running your 
own place of business, you are pretty careful, you see, but all T have 
to do down here as a Senator sometimes is not to vote for a defense 
bill, and we get into trouble. You will be surprised at who will be 
after you. So we go on the side, may I say, of what we think are 
the national best interests, in the best interests of national policy. 

You are right; there is a different orientation here entirely 

Mr. Srravss. Surely. 

Senator Humpnurey. Because you have different responsibilities. 

The purpose of business is to make money. 

Mr. Srravuss. Well, sir; but to revert to the problem of govern- 
ments operating in this field, if every prime minister in the world 
simultaneously, in order to protect his position, decides not to buy 
just the zinc he needs but a little more—— 

Senator Humenrey. That is just what they do. 
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Mr. Srravss. That is what they do, and that is the situation I am 
trying to point out, sir, that points up instability. 

Senator Humpnurry. If he had a national stockpile, he might have 
been more conservative in his estimates, because he would know he 
would not be caught short. 

Mr. Srravss. But that raises the problem we have here. Suppose 
it was physically located in a country alien to him, or possibly oppos- 
ing him, what do we do then ? 

Senator Humpurey. That, of course, sir, is the problem of the dis- 
persal of supplies. 

Mr. Srrauss. There is a fundamental difference of philosophy here, 
Senator Humphrey. I wanted to present ours. 

Senator Humpurey. There is not a fundamental difference. 

I want to say, frankly, I had not considered this proposal in the 
field of minerals. I think there is a different problem. 


BASIC IMPORTANCE OF FOOD 


Agriculture and agricultural commodities in country after country 
are government-supported. They have related problems which are 
much different in the production of minerals sal in the distribution 
of minerals, at least in degree. 

You cannot eat zinc, but you can eat wheat, and the first need of 
humanity is food and water. 

Mr. Srravss. I want to say 

Senator Humenurey. The Lord has provided us with that, and fresh 
air, and mankind has not been able to “louse” up the air completely 
except on the west coast, but we have been able to fix it up so that 
the distribution of food and fiber gets out of hand and, therefore, what 
we are talking about here is how can we properly utilize this almost 
spiritual blessing, and I mean this most sincerely, of food and fiber 
at a time in human history when we are combating powerful forces of 
totalitarianism, which grow and are nourished on poverty, and when 
we have the resources at our command to combat some of this, to 
meet it head on. 

What we are really concerned about is how can we better use the 
available supplies, not only to stabilize markets but also to improve 
consumption in food and in fiber for the clothing on one’s body, and 
for the necessities of life. 

Mr. Strauss. Right. 

Mr. Chairman, thank you very much for the opportunity to appear. 

I appreciate what you say about the first importance of food and 
I would like to put a small footnote on your statement about that we 
cannot eat zinc, because right at the moment the zinc industry is 
experimenting with small additions of zinc to the soil as assistance in 
the field of agriculture. 

Senator Humrpnrery. I do not want to underestimate it because 
minerals are, of course, the soil. 

Mr. Srravss. Right. 

Senator Humpurey. I do not think we were going quite that far 
afield in this particular resolution. 

I want you to know that your views are respected. There was a 
gentleman here from the Department of Interior, and I promptly 
told him that as far as I was personally concerned, and I know some 
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other members of the subcommittee, too, that we really had not en- 
visioned this, to go as far as some interpretation had been placed on it, 
and I think this is a matter of definition of what we mean by “raw 
materials,” p 

Now, Senator Murray’s resolution on its face would indicate just 
what you testified to, and your testimony brings it to our attention, 
and it will be respectfully considered. 

I would not be a bit surprised that it would be respectfully adopted, 
as a matter of policy, because I do not think we want to stray afield 
on this proposal. ; 

Mr. Srravss. Thank you, sir. 

Senator Humpnrey. Thank you. 

Mr. Nathan. Is Mr. Nathan here? 


STATEMENT OF ROBERT R. NATHAN, CHAIRMAN, EXECUTIVE COM- 
MITTEE, AMERICANS FOR DEMOCRATIC ACTION, AS PRESENTED 
BY JOHN GUNTHER, LEGISLATIVE REPRESENTATIVE 


Mr. Guntuer. Mr. Chairman, I am John Gunther, legislative rep- 
resentative of Americans for Democratic Action. 

Mr. Nathan had intended to be here today, but was called to New 
York last night and could not get back and, therefore, I offer his 
apologies for being absent. 

He is very much interested in this matter; has had a great deal 
of experience both with helping American surpluses and with other 
countries in Asia, particularly, who are interested in procuring some 
food and in handling some of the surplus commodities of those 
governments. 

He would be very well qualified to discuss with you in detail some 
of these problems. But I would just like to submit his statement for 
the record at this time. 

Senator Humenrey. Thank you, Mr. Gunther. 

May I say that Mr. Nathan would be very well qualified to discuss 
this. He is highly respected as an economist and as a consultant to 
private industry and to governments. 

I will receive his statement and have it printed in the record. 

Mr. Guntuer. Thank you, sir. 

Senator Humpnrey. Thank you very much. 

(The prepared statement of Mr. Nathan follows :) 


STATEMENT OF RosertT R, NATHAN ON BEHALF OF AMERICANS FOR DEMOCRATIO 
ACTION 


Mr. Chairman, my name is Robert R. Nathan and I am appearing here today 
on behalf of Americans for Democratic Action as chairman of its executive 
committee. I particularly appreciate the opportunity to present our views on 
Senate Resolutions 85 and 86. 

In compliance with the Foreign Agents Registration Act, I wish to state that 
I am registered under that act because of the economic services now performed 
for the Governments of Burma and Israel by the firm of which I am president, 
namely, Robert R. Nathan Associates, Inc. In my work for these and other 
governments in the past, I have learned how important it is for the success of 
United States international policy and for the welfare of the free world that 
the society of nations address itself to these problems of maladjustment in the 
production and consumption of foods and other essential materials. 

ADA also has long recognized these problems and the need for taking steps 
to cope with them. Through our national conventions, we have repeatedly 
deplored “the rigidly negative position taken by the United States toward par- 
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ticipation in international discussions of arrangements that might help to 
stabilize trade in primary commodities and increase their consumption.” We 
have advocated that “the United States should participate in such discussions 
and make a genuine effort to help develop constructive solutions to the problem.” 

This, I take it, is the essential intent of Senate Resolutions 85 and 86. 

I should like to make it clear that in appearing in support of these resolutions, 
ADA does not presume at this time to suggest which among the various pro- 
posals, brought forward in these resolutions and elsewhere, offers the most 
promising approach to these problems. Indeed, we recognize that this is one of 
the most difficult problems now confronting the world and one which will require 
muuch thought and perhaps some experimentation, both as to substance and as 
to mechanisms, before workable solutions may be found. 

We are aware that this subject has been considered at great length by many 
governments and by the Food and Agricultural Organization of the United 
Nations. We are aware of a number of specific proposals which have been 
worked out within the FAO for food and fiber reserves and emergency famine 
reserves. We believe that the material on the drawing boards and the con- 
sultative machinery provided by the FAO offer a useful beginning. 

Basically, it seems to us the problem is how to use the world’s knowledge 
and resources to increase the consumption of foods and other essential raw 
materials. We who are so much preoccupied with the problems created by 
surpluses hanging over our markets, are prone to think first of all in terms 
of disposing of those surpluses and adjusting production to prevent their recur- 
rence. But those of us who have worked extensively in parts of the world where 
underconsumption is normal and famine is an ever-present threat, believe that 
the objectives of American agricultural policy and of American international 
policy require that the solution of the United States farm problem be sought 
within the context of the world patterns of production and consumption. 

As the United States has attempted to counteract the shrinking export market 
for its farm products by stimulating sales abroad to reduce the large Govern- 
ment-held stocks of certain farm products, we have learned how very difficult 
it is to increase our foreign sales without disrupting either our domestic agri- 
cultural programs or the agricultural and marketing situations in other countries 
exporting the same or related products. In our programs for disposal of wheat, 
cotton, and rice (to name three conspicuous examples), we have found, first, that 
there are great needs which could be converted into effective demand for our 
products if only there were the means of financing the increased consumption. 
We have found, second, that our efforts to make these stocks available on 
advantageous terms to expand consumption have brought us into competition 
with other producers of these commodities and have disrupted their patterns 
of trade and exchange. This experience, I should think, would teach us that 
the successful search for overseas markets for our products requires action 
to increase consumption and rationalize patterns of trade by international 
consultation and cooperation. This, I take it, should be the principal objectives 
of policies such as those set forth in Senate Resolutions 85 and 86. 

The use of food surpluses to increase consumption in underconsuming coun- 
tries is closely related also to the United States policy of helping underdeveloped 
countries to accelerate their economic development. Within the past few years 
a great deal of attention has been paid to the use of agricultural surpluses as 
a means of stimulating and facilitating economic development. You are no 
doubt aware of the excellent pilot study conducted jointly by the FAO and the 
Indian Government, which, after examining closely the actual conditions in 
one of the largest economic development program, concluded that “there appears 
to be a large volume of projects potentially suitable for financing, in whole 
or in part, through surpluses, either as individual projects or as part of the 
general development program.” This, it seems to us, is one of the most promising 
and immediate aspects of an international rationalization scheme and one to 
which the international community might address itself without delay. 

To a very great extent the problems of need in the midst of surplus arise from 
maladjustments in the patterns of need and supply. Partly this is a matter 
of geographic maladjustment; that is to say, some nations produce more than 
they can consume of basic commodities, while others produce and consume less 
than they need. Historically, it has been the function of world trade to distribute 
the supplies and to adjust production to the demand. But the war seriously 
disrupted patterns of production and trade. The postwar restrictions on cur- 
rencies and trade have subsequently limited the free flow of commodities. In- 
ternal policies of production and price manipulation have created disparities 
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between domestic and world markets. These barriers to the flow of commodities 
from areas of exportable surpluses to areas of need can only be reduced by 
effective international collaboration among exporting nations and between 
exporting nations and nations which need to import. 

In addition to the geographic maladjustment, there are maladjustments aris- 
ing primarily from the fluctuations in harvests from year to year. These occa- 
sionally create emergency conditions which require extraordinary measures to 
distribute the world’s supplies in order to avert widespread hardship or even 
starvation. This was the case in 1948 when the United States was called en to 
rescue much of Western Europe from the results of a drought which had seriously 
reduced the supplies of food and feed grains. I am sure you will remember the 
extreme lengths to which this country went at that time, rationing its own sup- 
plies to provide grain for the people of Europe and feed for their livestock. In 
1951 after the crop failure in India, I am sure you remember the action by the 
Congress (authored, I believe, by the chairman of this subcommittee) to make 
available United States stocks of grain to relieve the famine conditions in India. 
This kind of situation requires a different sort of international action and inter- 
national machinery. It is on this subject that the FAO has gone farthest toward 
blueprinting the kind of plan which might deal systematically with the recur- 
rent emergencies of extreme shortage. 

I believe, Mr. Chairman, it would be a mistake to think of United States par- 
ticipation in an International Food and Raw Materials Reserve as an act of 
American beneficence. We have seen during the past 4 years the problems in our 
own economy that follow from the shrinkage of our export markets for farm 
products. Moreover, we have on several occasions in the past few years ourselves 
been the victims of shortages of primary products in world markets. You will 
remember the effects of the world demand for rubber, tin, and wool shortly after 
the outbreak of the Korean war, and the serious effects on supplies, prices, and 
markets in the United States. As a Nation dependent entirely on imports for 
some essential commodities, we have much to gain from agreements which would 
rationalize and stabilize the markets in those products. Indeed, in some of these 
markets international cartels are already at work to control and manipulate sup- 
plies and prices. I think it is far better that there should be international con- 
trol by governments than international control by cartels answerable to no 
one. 

In emphasizing the need for the means to rationalize and stabilize interna- 
tional markets in primary commodities, I do not wish to give the impression that 
we think this can be easily done. Stabilization in the past has too often been 
based on scarcity; action to withhold supplies and feed them out in quantities 
which will insure high prices. This is not the kind of stabilization I am talking 
about or the kind that the United States should be interested in. It is much more 
difficult to think of stabilization based on concepts of expanding consumption and 
adjusting production to fill expanding needs. Nevertheless, it seems clear to 
me that we must begin to move toward a solution of this problem and I think 
all of us owe a debt of gratitude to the sponsors of these resolutions and to this 
committee for efforts to make a move in that direction. 


Senator Humpurey. Mr. Wallace Campbell is here. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE, COOPERATIVE LEAGUE OF THE UNITED STATES OF 
AMERICA 


Mr. Campseuti. Mr. Chairman, inasmuch as my statement is com- 
een short, I think it will be just as quick to read it as it would 
to ad lib. 


* I know some of the dangers of going on at length if I get excited 
about the matter at hand, and we are very enthusiastic about it, so I 
think, with your permission, I will go ahead and read it. 

? 


Senator Humpnrey. May I ask, Mr. Campbell, if you might start 
on page 2, where you get right down to the resolution, and we will 
have the first part printed, beca‘ise the first part relates to your won- 
derful work, the work of the Cuoperative League in these voluntary 
programs, for which we are all very grateful and very proud. 





136 INTERNATIONAL FOOD BANK AND RAW MATERIALS RESERVE 


Mr. Camepsety. Yes. 

We would like to say, Mr. Chairman, that the league is representing 
11 million taxpayers, and is very happy to be willing to put the sup- 
port of these people behind any obligation involved in the national 
interest here. 

We believe that our own efforts, and those of other voluntary organ- 
izations, have demonstrated that the people of the United States are 
not only interested in this in an academic way, but are willing to dig 
down into their own pockets to help use some of these food surpluses 
abroad. 

The Cooperative League has long been a stanch advocate of inter- 
national cooperation for the solution of world food problems and has 
been a consistent advocate of previous proposals for the creation of a 
World Food Board, as proposed by Lord John Boyd Orr, and the 
International Commodity Clearinghouse, proposed by the committee 
of experts of the United Nations Food and Agriculture Organization, 
The league is happy to give its unqualified endorsement to the Senate 
resolutions before you which call for the creation of a World Food 
Bank and an International Food and Raw Materials Reserve. 

The Cooperative League is a national federation of consumer, sup- 
ply, and service cooperatives. Its affiliated member organizations in- 
clude in their membership approximately 13 million different families 
who run cooperative businesses of various kinds through which they 
obtain farm supplies, insurance, consumer goods, electric power, sav- 
ings and credit, health services, housing, and other needs. 


CARE OPERATIONS 


The Cooperative League has not only believed sincerely and advo- 
cated international action to relieve the world’s food crisis, we have 
also taken the initiative in a small way to demonstrate the possibilities 
of sharing our abundance with others and at the same time winning 
international friendship and world leadership for the United States. 

That voluntary program has been carried on through the Coopera- 
tive for American Remittances Everywhere, better known as CARE. 
The league spearheaded the organization of CARE in 1945. Murray 
D. Lincoln, president of the Cooperative League, has been president 
of CARE since its inception. Voluntary contributions of American 
citizens through CARE during this last 10 years have made it possible 
to distribute more than $200 million worth of American foodstuffs to 

ple in need throughout the world. The machinery for undertak- 
ing this program is made possible through the financing efforts of 26 
national organizations that formed the cooperative corporation to 
engage in international relief. 

The current year CARE has distributed surplus commodities valued 
at $28 million in addition to its regular relief and self-help program. 
This coming fiscal year should see the volume shingle the $100 
million figure. 

We cite this illustration only to add weight to the fact that the 
American people not only believe in sharing their surpluses, but they 
have contributed more than $200 million to make such effective use of 
our foodstuffs possible. 
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SUPPORT FOR THE RESOLUTIONS 


The resolutions before you would set forth as the policy of the 
Senate the intent of the United States to participate in an international 
program designed to create a World Bank or International Food 
Reserve. It would, at the same time, instruct the executive depart- 
ment to enter into negotiations for the purpose of preparing a specific 
plan which would then be brought back to the Senate for its final 
approval. 

We are very happy that there is bipartisan support for the resolu- 
tions with Republicans as well as Democrats included among the 22 
sponsors of Senate Resolution 86. We believe that that support is 
buttressed by a very real support from farmers and consumers in gen- 
eral who have much to gain by the creation of such an international 
reserve, 

As we see it, the International Food and Raw Materials Reserve, or 
World Food Bank, would be set up under the auspices of the United 
Nations. It would in fact, be an operating agency paralleling and 
working closely with the U. N. Food and Agricultural Organization, 
which has demonstrated its effectiveness so dramatically during the 
last 10 years. 

The functions of the new organization would be (1) to provide 
for acquisition and storage of food and other raw materials; (2) it 
would prevent extreme price fluctuations by buying and selling com- 
modities in such fashion as to keep production expanding and to raise 
living standards; (3) it would provide immediate machinery to pre- 
vent famine and starvation in case of emergency ; (4) it would provide 
a world pool which could absorb temporary surpluses and feed them 
as needed into the world market; (5) it would provide the machinery 
through which surpluses from the developed countries could be used 
for the purchase of other materials in the less-developed countries 
or loaned to them for economic and technical development. This 
would in effect make it possible to use food as capital in world economic 
development. 

PUBLIC LAW 480 OPERATIONS 


Under our present laws, particularly Public Law 480, enacted by 
the 83d Congress, the United States Government is tackling the prob- 
lem of surplus disposal through sales of commodities overseas for 
local currencies, or by giving these commodities away through United 
States voluntary agencies. These measures are important, and pas- 
sage of the resolutions now before ro should not be interpreted as 

U 


an excuse for cutting off or delaying further expansion of the programs 
authorized under Public Law 480. That program, however, is in its 
nature a temporary program; and every transaction is a separate 
bilateral transaction, with some additional swapping, but no United 
Nations’ activity. 

The work conducted under Public Law 480 should lead naturally 
into the kind of a long-range permanent progress which is called for 
in the World Food Bank, or International Food Reserve. 

The farmers of the world, of course, have a great deal to gain by 
the creation of such an instrumentality. It would provide a way to 
remove the current surpluses which hang like the sword of Damocles 
over the domestic market, reducing farm prices and real farm in- 
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come simply by their existence. The farmers of America and the worl 
would also be aided by the creation of a constant export market, 
expanded continuously as the purchasing power of the people in the 
free world rises because of technical assistance and economic develop- 
ment. The real income of the farmers would also be increased by 
eliminating the extreme fluctuations of world market prices which can 
destroy billions of dollars in value overnight and, as those values are 
recreated, siphon the profits into the hands of food speculators rather 
than returning them to the original producer. 


STABILIZATION OF PRICES 


From the point of view of the consumer, a distinct advantage comes 
to both United States and overseas consumers because the world food 
bank would protect them against shortages and the inflation and 
artificial price increases which accompany shortages. 

Senator Humpnrey. Mr. Campbell, may I say at that point this, 
of course, is one of the reasons why certain groups are so vigorously 
opposed to this resolution. 

Mr. Campsety. That is right. 

Senator Humpnrry. I must be very frank, I think, as a man trying 
to state his sincere convictions, that I just have never had too much 
respect for people who just profit from speculation. I like to see 
people work for a living. 

Mr. Campseti. That is right. 

Senator Humpnrey. I have witnessed too many people who sit 
around in an easy cha’r, basking in the sunshine of a rich resort, with 
a telephone in one hand and getting reports on how the market has 
jumped up and down after they bought in relatively low, got reason- 
able control of a commodity, or a market, and they sit there and reap 
the profits. 

If they have reasonable profits, fine. But I have witnessed this in 
agricultural commodities. Nothing irritates me more than to see a 
farmer who has worked the soil, produced the goods, go through all 
of that labor, and sell his commodity, let us say, at $1.75 a bushel, and 
then in the middle of the winter, while some folks are basking in the 
sunshine, sit down there and find the price going up 15 cents a bushel, 
20 cents a bushel, 10 cents, 5 cents a bushel, make 75 cents, $1 a bushel 
net, while the poor producer has lost control of his commodity. 

Mr. CAamppse.t. That is right and, at the same time, people are 
starving because they cannot afford to buy the food at the price the 
producer is willing and able to produce it. 


EFFECT OF UNITED STATES INFLATION ABROAD 


Senator Humrnrey. I witnessed this internationally when I was 
in Austria in 1951. The Austrians had just sort of stabilized their 
economy about that time. They had put in very strict controls in 
1950, just before the Korean war. 

They were beginning to meet the impact of inflation; they had 
carefully designed their so-called currency balances to be used for 
certain projects the next year. The money had a certain purchasing 
power. They did not have much money, but what they had they 
were going to use for particular projects. 
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All at once the Korean war hit them, and if you will recall the delay 
before we put on price controls and real regulatory measures from 
September of 1950 until January, February, of 1951, during those 
6 months or that 5-month period, these Western European friends of 
ours were almost knocked to the ground because of the inflation in 
commodity prices. 

The money they have set aside for certain projects was meaningless. 
It had no relationship whatsoever to the needs of their country any 
longer. Their budget went out of order or it was completely out of 
joint. 

It was then that I heard one European say, when I was visiting 
with him, he said, “When you Americans get a cold, just a little old 
cold, we get pneumonia.” 

In other words—— 

Mr. Campset.. That is about right. 

Senator Humpnrey. We have such strength in our economy, such 
great capital, such resources, than we can stand the impact of in- 
flation, even though it hurts, but an inflation to them was almost a 
disaster, and we have got to understand that. If we want to have 
allies and friends in the world, we have got to take into consideration 
the economics of the situation. 

I have spent my time studying history, political science, and I want 
to say if there is any one cause for wars, it is the economic cause, this 
battle over economic values and economic resources; and I do not 
think there will ever be any world peace until we do something about it. 

Mr. Camppecx. Parenthetically, Mr. Chairman, it has nothing to do 
with this specific testimony, but there should be standby price con- 
trol powers. Even Senator Capehart, who has been a strong indi- 
vidualist, crusaded for the creation of such powers back in the other 
Congress. ‘ 

Senator Humpurey. I agree with you. 

Mr. Campseit. And the administration said it did not want such 
powers, a standby club in the closet to keep things in line if another 
war breaks out. 

Senator Humprurey. If you really believe in individualism, then 
you should be for that because that is the one way to preserve indi- 
vidual enterprise. Another flush of inflation in this country can do 
a great deal to destroy individual enterprise in this country and in 
the world. 

We witnessed that before. The way to save it is not to sit by and 
hope it is all right, but to take affirmative action to save it. I have 
noted to my chagrin and sorrow that many of the great proponents, 
self-styled proponents, of individual enterprise really do not want 
to do much about saving it. 

I am talking about individual enterprise, competitive enterprise, 
free enterprise, free and competitive, you see, not just enterprise. 

Mr. CampseELu. Well, we feel in our cooperatives that we are prob- 
ably the outstanding example of true free enterprise, individual enter- 
prise pooled in a cooperative activity, and we certainly stand for the 
things that you are standing for. 

To return to the consumer interests in the world food organization 
if the agricultural producers of America and the world can produce 
to a constant demand, the farmer will actually receive a higher return 
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for his production, while the consumer can purchase at stable and rela- 
I ; 
tively lower food costs. 


ELIMINATING STARVATION 


While producers and consumers have their own economic interests 
at stake, these same people, as world citizens, have another stake in the 
International Food Reserve. Throughout history, as Senator Murray 
declared in introducing Senate Resolution 86: 

Islands of abundance in a starving world cannot long endure. History has a 
way of removing barriers and evening off such extremes of economic opportunity. 
Usually this is brought about when the barbarians storm the walls of ancient 
Rome and burn and sack the city. This pulls down everybody to the lowest level. 

Stated in other terms, the proposal before you should eliminate the 
pressures of starvation and poverty which are constantly upsetting the 
peace of the world. 

In 1943, Murray D. Lincoln, as president of the Cooperative League, 
participated in the first World Food Conference at Hot Springs, which 
led to the formation of the U. N. Food and Agriculture Organization. 
The league has consistently held that every possible under taking which 
would further world peace and the development of abundance should 
be undertaken through the United Nations. 

In testimony presented to the Joint Committee on the Economic 
Report, February 9 of this year, Mr. Lincoln declared that— 
the most important of the ways to dispose of our surplus internationally is 
through the use of the United Nations. By using the U. N. we at once gain 
friends and avoid charges of dumping by producers in the recipient and other 
exporting countries. * * * The using of food as capital is twice-blessed—by 
moving surplus into immediate consumption and by contributing at the same 
time for the creation of stronger and wider markets in the future. * * * The 
picture of a cotton producer wanting for bread in one country while a wheat- 
grower goes shirtless dramatizes the situation. . 

The world’s problems of hunger and starvation can easily be elimi- 
nated by increased production. American farmers and farmers 
throughout the world could increase food production tremendously 
almost overn night by the elimination of quotas, cutbacks, and limita- 
tions on production. Dr. James F. Bonner, professor of biology at 
California Institute of Technology, declared in a study on The World’s 
Food: Need and Potential, that there is no technological reason why 
shortage of food should limit the population growth of the earth. 
Each year plants on land and in water produce enough food for 500 
times the current world opulation, Dr. Bonner declared. 

Incidentally, that waded 1s summarized in the New York Times and 


probably should go in the record. 

Senator Humrurey. That is a very good idea. Was that in a recent 
issue ? 

Mr. Camesetyt. Yes; I think that was in the Monday issue of the 
New York Times, a recent issue of the New York Times. 

Senator Humrnrey. Let us get that for the record. 

(The document referred to follows :) 





INTERNATIONAL FOOD BANK AND RAW MATERIALS RESERVE 14] 


{From the New York Times, May 21, 1956] 


Farms Topay Ser Poputation Limit—BILiion AcrES OF CULTIVATED LAND COULD 
BE DEVELOPED Witn NEw TECHNIQUES—VAST WASTAGE NoTED—ABouT HALF 
or Crop IS EATEN By ANIMALS AND A THIRD DESTROYED BY PESTS 


If the brain power is available, there is no important limitation on the 
amount of food that the world can produce. 

This is the conclusion of a study on The World’s Food: Need and Potential. 
It was made by Dr. James F. Bonner, professor of biology at the California 
Institute of Technology, as part of a glimpse at the world a century from now 
made by the institute for leading American corporations. 

There is no technological reason why shortage of food should limit the popu- 
lation growth of the earth, Dr. Bonner reported. This is true, he said, despite 
the fact that more than one-half of the present world population receives barely 
enough food to maintain life at a minimum level. Another one-fourth of the 
population is undernourished, he said. 

Human food comes directly or indirectly from plants, he said. Plants used 
as’ food and the plants fed to animals that produce meat, milk, and eggs take 
sunlight and combine carbon dioxide from the atmosphere with water to make 
fibrous tissues. 


POPULATION TO RISE 


If this were done, Dr. Bonner said, and the productivity of all the world’s 
eultivated lands raised to the level prevalent in Europe, 3,700 million people 
could be fed a diet “healthful, adequate, but not exciting.” This population is 
expected for the world in 25 to 50 years, he said. There are now 2,600 million 
people in the world. 

Improvements in food supply will come, Dr. Bonner asserts, in these “noncon- 
ventional” steps: 

Animals will be used less as food. Diets of plant proteins will supplement 
animal products. In the United States alone, he estimated, if the population 
increases to 200 million in 15 years, the Nation will have only two-thirds of 
its present animal food ration. 

Grain crops will be replaced by crops in which more of the plant is eaten. 
Entirely new edible crops are a possibility. A meat beet or a fat plant 
might be produced. 

Woody stalks and leaves might be utilized. They can be converted to 
edible sugars by methods now unknown. 

Steppes and deserts now cover twice as much of the earth as cultivated 
land. If sea water could be treated with cheap energy it could be used to 
irrigate these lands. 

Nine-tenths of the photosynthesis that occurs on the earth’s surface is in the 
oceans, but little use is made of this. Cultivation of algae might raise food 
production. 

Chemical synthesis of vitamins and of essential meat proteins is possible 
now. 

Each year plants on land and in water produce enough food for 500 times the 
eurrent world population. 

USABLE FOOD NOT USED 


But most people eat only cultivated plants, and these comprise only one-fourth 
of what is available. Also, these other factors reduce the amount of usable food 
from the plants grown today: 

About half the cultivated food is fed to animals. The animal eats only 
part of the plant. What he does eat is returned to us as animal food with 
a caloric yield of only about 10 percent. 

Man consumes only about 20 percent of the cultivated plant. He eats the 
wheat seed but does not eat the stems or leaves. 

Insects, fungi, rabbits, rats, ete., consume one-third of the food grown in 
the world today. 

The amount of land on which to grow food varies throughout the world from 
0.2 of a cultivated acre per capita in Japan to 0.6 of an acre in Asia, 0.9 acre in 
Europe, 2 acres in the Soviet Union, and 2.4 acres in the United States. 


80333—56——10 
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The number of calories of food produced each day on a cultivated acre varies 
from a low of 2,300 in Russia to a high of 14,000 in Japan. The figure for the 
United States is 4,000 calories. Calories measure the energy-producing value of 
food. There are 100 calories in a tablespoon of honey, for example. 

Half the world exists on a low calorie intake. This part of the population 
lives in most of Asia, Egypt, all of Central America and parts of South America, 
Individuals there average less than 2,250 calories each day. Another 20 percent 
of the population, living in most of southern Europe and parts of South Ameiica 
and Africa, eat between 2,250 and 2,750 calories; 20 percent, including all of 
North America, much of Europe, Oceania, Argentina, and the Soviet Union, eat 
more than 2,750 calories. 


One billion acres of new cultivated land could become available to agriculture 
if the warm and cold wet areas now neglected were farmed, Dr. Bonner estimated. 
This land can be farmed by planting new crops and by irrigating with distilled 
sea water and by other improvements that are feasible now. 


Mr. Campseit. As Mr. Lincoln said last February: 


For the first time in history we stand on the threshold of plenty. We now 
know that abundance is possible if we solve the key problem—how to develop 
it on all fronts and distribute it democratically so all get its benefit. The sole 
purpose of production is consumption * * * We must work out ways and means 
by which we can get all people all the kinds and amounts of food they need and 


want. 

The key to unlock this abundance lies in distribution. The most 
dramatic and the most feasible of the proposals now under considera- 
tion throughout the world is an International Food Reserve or World 
Food Bank such as you have under consideration today. 

We are happy to give it our complete and enthusiastic support. 

Senator Humrurey. I am very pleased. It is a support that comes 
from a highly respected and fine organization. Thank you, Mr. 
Campbell. 

Mr. Campsetyi. Thank you very much. 

Senator Humenrey. Is Mrs. Stewart here? Come up. I see I 
skipped over Mr, Graham. I will call on you next. 

I understand Mrs. Stewart has only a short statement. 

Mrs. Stewart. I will only summarize it. 

Senator Humpurey. Mr. Graham, you have a prepared statement? 

Mr. Granam. Yes. 

Senator Humpnrey. Now, Mrs. Stewart, you may proceed. 


STATEMENT OF MRS. ALEXANDER STEWART, LEGISLATIVE SECRE- 
TARY, WOMEN’S INTERNATIONAL LEAGUE FOR PEACE AND 
FREEDOM, UNITED STATES SECTION 


Mrs. Stewart. Thank you, Senator Humphrey. I appreciate very 
much the opportunity to appear before your committee to present the 
statement of the Women’s International League for Peace and 
Freedom. 

1 will not read it, but will ask that it be printed in full in the record. 


SUPPORT FOR PROPOSALS 


However, I should like to point out and underline the fact that our 
support for the ideas expressed in these two resolutions, Senate Reso- 
lution 85 and Senate Resolution 86, goes back to the very beginning 
of our organization 41 yearsago. _ 

I shonld particularly like to point out that at our International 
Congress in Luxembourg in 1946, and again in Copenhagen in’ 1949, 
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we emphasized the need for more international cooperation in terms 
of meeting the food problems of the world and in support for a World 


Food Board. 


You will note at the top of page 2 that we had a resolution there in 
appreciation of the work of Lord Boyd-Orr, who was one of our 
speakers at that Congress, and at that time we went on record urging 
all our national sections to work for a World Food Board. 

Following the Copenhagen Congress, I was personally pleased to 
receive a letter from Lord Boyd-Orr written in his own handwriting, 
expressing appreciation for the work of our section and our organiza- 
tion generally-—I was president of the United States section—and we 
worked very hard through our branches here and internationally 
through our sections to give support to this; for we believe that as 
Lord Boyd-Orr said at the Congress that hunger and war are the 
two greatest enemies of mankind, and that we need to work and draw 
together people, not only the women of the world, but others to help 
solve these problems. 


So we are glad to give support to you and to the members of your 
subcommittee, and we hope very much that action on these two fine 
resolutions will be pushed forward to become law before the end of 
this session. 

Senator Humpurey. Thank you very much, Mrs. Stewart. 

I want to express my appreciation to the Women’s International 
League for Peace and Freedom for this important testimony. Thank 

ou. 
: Mrs. Stewart. Thank you. 
(The prepared statement of Mrs. Stewart follows :) 


STATEMENT OF Mrs, ALEXANDER STEWART, WOMEN’S INTERNATIONAL LEAGUE FOR 
PEACE AND FREEDOM 


Mr. Chairman and members of the Senate Foreign Relations Subcommittee, 
I am Mrs. Alexander Stewart, legislative secretary of the Women’s International 
League for Peace and Freedom, United States Section, with offices at 214 Second 
Street NE., Washington 2, D. C. 

The Women’s International League for Peace and Freedom is one of the non- 
governmental organizations which, under article 71 of the United Nations Charter, 
was granted consultative status with the Social and Economic Council. We 
also have this status with the following specialized agencies : UNESCO, UNICEF, 
and FAO. 

During its 41 years of existence, since it was founded by Jane Addams in 1915, 
the Women’s International League for Peace and Freedom has had as its chief 
objectives: total, universal disarmament and the establishment of an economic 
and social system that would serve the needs of all rather than a few. 

We recognize that the low economic status of vast areas of the world results 
in human suffering as well as in serious international problems. Believing in 
the use of the resources of the world for the benefit of its people, we have 
always supported international programs of mutual assistance and have urged 
that they be courageous in magnitude and free from military commitments. 

We believe that economic crises and despair often drive people to the remedies 
offered by totalitarianism while economic and social welfare provides greater 
opportunity to develop institutions based on the recognition of human rights. 

We believe that the economic health of all nations depends upon free inter- 
change of goods without consideration of political differences. We believe fur- 
ther that this free flow of goods is one of the best means toward peaceful coexist- 
ence, international cooperation, and world stability. 

Our organization has always given encouragement to world economic devel- 
opment. Our honored founder, Jane Addams, wrote so poignantly of the rela- 
tionship of peace and hunger in her book, Peace and Bread in Time of War. 

At our international congress in Luxembourg in 1946 a resolution on world 
organization included this paragraph : 
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“Welcomes the opportunity presented by the establishment of the United 
Nations for bringing about international cooperation in the community control 
of raw materials and the development of the economic, social, and educational 
life of the peoples in conformity with the unified structure of the modern world.” 

At our international congress in Copenhagen in 1949 Lord Boyd Orr spoke to 
us on the theme, “Bread and Peace.” Again he urged support for his “Proposals 
for a World Food Board,” through the Food and Agricultural Organization. At 
that congress the WILPF passed the following resoluticn: 

“* * * nlaces on record its appreciation of the work of Lord Boyd Orr in the 
field of food and agriculture and calls upon national sections to redouble their 
efforts to insure the strengthening of the functional organizations of the United 
Nations, and to urge the setting up of a World Food Board with adequate 
powers.” 

I remember so vividly Lord John Boyd Orr’s call to the women of the world to 
work for the abolition of hunger and war saying in effect that the nations were 
insane to spend such a large proportion of their budgets on preparation for war 
when they should be spending it on agricultural implements, fertilizer, and 
teaching people how to grow more food. He said that capitalism and commu- 
nism were not the major enemies of mankind but that hunger and war were. He 
warned that unless we abolished these major enemies, the children of this genera- 
tion would not live to grow up. 

The Women’s International League for Peace and Freedom has tried to help 
answer this challenge. We are glad now to give strong endorsement to Senate 
Resolution 85 to establish an international food bank. We are in accord with the 
five specific purposes of the Senate Resolution 86: to acquire and store raw 
and processed agricultural products and raw materials; to so trade in commodi- 
ties to help prevent extreme price fluctuations and to encourage production to 
raise living standards; to prevent famine and starvation; to absorb surpluses; 
and to provide means that commodity payments by underdeveloped countries 
might be used to finance materials and economic and social development pro- 
grams. We realize that it is the failure of our means of distribution that creates 
surpluses in producing nations when millions of people, two-thirds of the world, 
are ill fed and ill clothed, who could use those surpluses. 

Producers could better plan for the future if they had regular channels of dis- 
tribution for their surpluses. People with the greatest wants do not always 
have the necessary purchasing power. A way must be found to build that pur- 
chasing power to create the expanded markets for surpluses in an expanding 
world economy. The economic development of heavily populated underdeveloped 
countries would enable them to earn the wherewithal to import large quantities 
of food and raw materials. 

If the democratic nations would agree to use food to help finance this economic 
and social development where needed, our surpluses would find a ready market. 
The International Food and Raw Materials Reserve, besides serving as a con- 
tinuously stabilizing factor, thus might well assist more rapid economic expan- 
sion, relieve hunger and chronic poverty, and increase international exchange. 
Moreover, it could assure exporting nations long-term stabilized markets, and 
importing nations, long-term stabilized supply. 

To us this seems a way to avoid the appearance and reality of dumping which 
not only hurts the economies of other countries, depresses prices, makes enemies, 
and endangers the economic and political stability of governments we wish to 
help. It is past time that the World Food Board, first proposed by Lord Boyd 
Orr in 1946 become a reality to so develop and organize production, distribution, 
and use of basic foods to provide adequate diets for the people of all countries 
and to stabilize agricultural prices at fair levels. 

Hence we urge the creation of some such pilot project as proposed in the 
Food and Agriculture Organization study, Uses of Agricultural Surpluses to 
Finance Economic Development in Underdeveloped Countries, about which you 
have already heard, Thus food and fiber surpluses could be used to finance 
long-term development projects such as highways, railroads, soil conservation, 
irrigation, housing, schools, and hospital and clinic construction—all projects 
with relatively high-labor requirements in which as much as a third to a half 
of the cost would be in wages to be spent for food and clothing. 

This use of our raw materials capital would prove to all our willingness to 
share our abundance to improve living standards with the hope that thereby 
it would strengthen world markets for all. What better way is there to assure 
the peoples of the underdeveloped countries of the United States interest in 
their present welfare and their future development? 
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The Women’s International League for Peace and Freedom hopes that the 
members of your important committee will enthusiastically support and push 
forward the proposals contained in Senate Resolutions 85 and 86 so that action 
can be taken before this session of the 84th Congress ends. 

Senator Humpnurey. Is Mr. Graham here? 

Mr. Granam. Yes, sir. 

Senator Humpnrey. / ight, Mr. Graham. 

Senator Humrpnrey. All right, Mr. ( 


STATEMENT OF BENJAMIN GRAHAM, COMMITTEE OF ECONOMIC 
STABILITY 


Mr. Granam. Senator, you have my statement on behalf of the 
Committee on Economic Stability. 

Senator Humpnurey. Yes. 

Mr. Grauam. I would like to take not more than 5 minutes to refer 
to some points. 

Senator Humpnrey. Would you like to have his statement printed 
in full in the committee record ¢ 

Mr. Grawam. Yes. 

Let me introduce myself as a financier, security analyst, and a busi- 
nessman who, for many years, has studied the subject of commodity 
reserves. 

My book, World Commodities and World Currency, published in 
1944, deals comprehensively with the subject of these resolutions. 

My statement submitted herein refers only briefly to the general 
objectives of the resolutions, which have been supported eloquently by 
several previous witnesses. 

It is concerned more with the details of a workable plan alluded to 
on page 7 of Mr. Patton’s statement of this morning. 


COMPOSITE COMMODITY RESERVE PLAN 


My paper summarizes the basic features of the composite commodity 
reserve ian which is now fairly well known to most economists. 

The composite commodity reserve plan would provide a workable 
means of stabilizing the price level of raw materials generally and, 
consequently, of most finished goods as well, and of creating a v: sluable 
reservoir of commodities for emergency and other uses. 

In so doing, it will fulfill purposes (a), (b), and (c) set forth in 
section 2 of Senate Resolution 86. 

The avoidance of wide declines in the general price level will, in 
turn, eliminate one of the chief aggravating factors making for eco- 
nomic depression. 

One of the chief merits of this proposal from the standpoint of the 
interests of the United States is its automatic operation, permitting 
a minimum of arbitrary determinations by the managing agency. 

Let me point out that one of the essential benefits of a sound com- 
modity reserve is that it introduces a timelag, a buffer, between the 
production of basic commodities and the need for consuming them. 

There is undoubtedly a huge underlying need in the world today for 
both additional food and additional industrial products, but the chan- 
neling of surpluses in the direction of such needs which, by definition, 
are unaccompanied by acceptable means of payment, is far from 
simple. 
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Time will be required to work out the best procedures, including the 
soundest ways of sharing temporary and ultimate financial costs. 

An international commodity reserve can hold surpluses safely off 
the market pending the development of the best short-time and longer- 
term uses for them. 

Senate Resolution 86, in section 3, specifically refers to the United 
Nations in connection with international negotiations envisaged under 
the resolution. : 

I might point out that in 1954 a committee of experts of the United 
Nations published a report entitled “Commodity Trade and Economic 
Development” in which a predominant degree of attention was given 
to the composite commodity reserve plan proposed herein. 

Pursuant to this report, the United Nations has created a Perma- 
nent Commission on International Commodity Trade, on which the 
United States has declined membership, but has been represented by 
an observer. 

FREE MARKET OPERATIONS 


Senator Humpurey. At this point, I noticed one of the preceding 
witnesses, Mr. Strauss, pointed out that their organization was op- 
posed to the United States participation or membership in that 
Commission. 

What is the objection? What is so objectionable about this Com- 
mission. 

Mr. Granam. I believe that the producers of raw materials in this 
country, that is, industrial raw materials, feel that an international 
commission or agency would interfere with open market operations in 
these commodities, and they feel that international controls of some 
sort would be imposed upon their own buying and selling of these 
commodities. 

Senator Humpurey. In other words, they feel that the accessibility 
of raw materials now is sufficiently good so that they are not in any 
way in need of any such international mechanism; is that right ¢ 

Mr. Granam. Well, that, I think, is a separate question. The ques- 
tion of accessibility relates to their ability to purchase such materials 
in foreign countries. 

Senator Humrnrey. That is right. 

Mr. Grauam. But I think they are more concerned at the moment 
with the question of whether the free purchase and sale of those that 
they produce here would or would not be interfered with by interna- 
tional control. 

Senator Humpnrey. I see. 

Well, obviously, we could not rely upon just our own mineral re- 
sources for the long term, could we ? 

Mr. Granam. No, I agree with you that ultimately I imagine we will 
be more of an importer, pater than an exporter, of metals and 
similar materials. 

Senator Humpnrey. The Paley Commission Report to which refer- 
ence was made this morning, placed considerable stress upon our 
reliance upon our imports of minerals, particularly certain strategic 
minerals; isn’t that correct ? 

Mr. Granam. Yes. But beyond the mere question of strategic 
materials for war purposes, it is quite possible for domestic uses—— 

Senator Humpurey. I mean, for the normal consumer, domestic 
purposes. 
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Mr. Granam. It is anticipated that ultimately we will have to rely 
a great deal on imports. 


PERMANENT COMMISSION ON COMMODITY TRADE 


_ Senator Humrnurry. Are you one who believes that we should par- 
ticipate in this permanent Commission ? 

Mr. Granam. I do, indeed, sir. I do not think that the dangers 
which are anticipated and which have been made the basis of opposi- 
tion by our administration to participation need be realized. 

I think the question is basically one of techniques, and the introduc- 
tion of a proper method of dealing with the stabilization of raw ma- 
terials, prices generally, and of the creation of raw material reserves 
for many advantageous purposes. 

Senator Humpurey. We would not have to agree with the Commis- 
sion’s recommendations, would we, if we were a member ? 

Mr. GranAm. We would not be bound to it at all. The permanent 
Commission has no legislative powers whatever. Its powers are 
limited to working, studying proposals, recommending them for action 
by the United Nations. 

Senator Humpnrey. And before they would be effective, we would 
have to take action here in our own Congress, would we not? 

Mr. Granam. I am sure that is so, sir. 

I imagine even our veto power would be sufficient to prevent any 
such recommendation from badoming effective. 

Senator Humpurey. What other nations are absent from member- 
ship ? 

Mr. Granam. The two larger ones that I know of are England 
and France. 

Senator Humrnrey. They are not members either? 

Mr. Granam. No, but I am told they are now taking a much more 
sympathetic interest in the work of the permanent commission than 
they did previously. 

Senator Humenrey. Is the Soviet Union a member ? 

Mr. Granam. I do not think so. 

Senator Humpurey. In other words, the major powers are not 
members ¢ 

Mr. Granam. They are not members. They are not represented at 
the present time; no, sir. 

Senator Humpurey. I know you have had an intimate knowledge 
of these developments in the field of commodities, and in the United 
Nations activities on commodity programs. I just wanted to get your 
views as to the desirability or the undesirability of participation, 
whether or not you think we are making a mistake by staying out. 

Mr. GraunaAm. I feel very strongly that we are. 

It seems to me we are separating ourselves from the interests and 
activities of a large number of nations who may suspect our motives 
in avoiding cooperation with them. 

I thing cooperation in the field of study is always a desirable thing 
because it does not commit us at all to the necessary acceptance of pro- 
posals which we might feel are undesirable or against our interests. 

Senator Humpurey. Go right ahead, sir. 

Mr. Granam. My associate in our Committee for Economic Sta- 
bility, Dr. Julius Hirsch, has made suggestions to the committee of 
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experts for certain transitional steps looking to the eventual estab- 
lishment of a composite commodity reserve. 

If the organization proposed under Senate Resolution 86 is set up, 
I believe that it would be aided by the permanent Commission of the 
United Nations and that it would find Dr. Hirsch’s suggestions of 

value under present conditions in the area of agricultural commodities, 
and it would answer such questions as those raised by Mr. Simon 
Strauss this morning, as well as the overshadowing problem of finance. 


BACKGROUND OF COMMITTEE FOR ECONOMIC STABILITY 


Senator Humpnrey. May I ask who participates in your committee, 
Mr. Graham; that is, the Committee for Economic Stability 

Mr. Granam. Yes. That committee was formed in 1940, prior to 
World War LI, and at that time a considerable number of economists 
showed an interest in the proposals of the committee and permitted 
their names to be used as members thereof. 

Because under World War and immediate postwar conditions the 
idea of stabilizing commodity prices was not effective, and there was 
a gap in the work of the committee, which in the last year or two has 
been reestablished, a number of economists and businessmen, too, are 
working with us. 

Senator Humpnrey. You are a businessman yourself, are you not, 
of some considerable success, as I recall it ? 

Mr. Grauam. Yes, I am chairman of the board of three corpora- 
tions at the present time. 


COMPOSITE COMMODITY RESERVE 


Senator Humpnrey. You have spent a good deal of time studying 
thiscommodity program? I notice you have your own program which 
you have outlined briefly here in this statement for the commodity 
reserve; is that correct ? 

Mr. Granam. Yes, sir. As I mentioned 

Senator Humrurey. Composite commodity reserve, is that what 
you call it? 

Mr. Grauam. It is a composite commodity reserve. 

Senator Humpurery. Attached to the International Monetary 
Fund ¢ 

Mr. Granam. Yes. The financing side of it would be handled 
through an agency of the Inter national Monetary Fund. 

Senator Humpnrey. And setting up dollar credits equivalent to 
the amount of commodities — in the fund by any one country—in the 
reserve by any one country ! 

Mr. Grauam. That is so, sir, and I want to emphasize that the 
problem of financing any large buffer stocks has been, perhaps, the 
greatest difficulty 

Senator Humpurey. Yes. 

Mr. Granam. That stood in the way of carrying out such a pro- 
posal; and I believe that Mr. Dodd made that point this morning, in 
answer to a question of yours. 

Senator Humpurey. What would you think of limiting our nego- 
tiations on a subject matter like this, say, first of all, to just certain 
well-known surplus agricultural commodities? 4 
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Mr. Grauam. Well, I feel as a practical matter that that probably 
would be done under present conditions, where it is the agricultural 
commodities that are in oversupply, and at the present time the in- 
dustrial commodities are not, or just are on the verge of b2ing so. 

_ My suggestion in the statement indicates that that might be done 
in a transitional way with the objective of ending up with a full- 
fledged food and industrial commodity reserve. 

Senator Humenrey. In other words, to gain some experience in this 
kind of an operation with commodities which seem to be quite ob- 
viously in trouble on a national and international basis? 

Mr. GraHam. Well, I am not too sure that we would be able to 
find out or get good experience in dealing with individual commodities 
that are in trouble. That is a very difficult thing to do, and that is 
why my emphasis has always been upon the composite and general 
approach. 

I do think, however, that it will be necessary to operate in that field 
for better or worse. 

Senator Humpurey. Well, I want to thank you very, very much for 
taking the time to come here. I am sure we could learn a great deal 
from you, sir, and we are going to look forward to checking into some 
of the studies that you have made. 

I understood you to say that the committee had a number of studies 
they had prepared ? 

Mr. Granam. No, sir. I shall make it a point to send you material 
of our committee, copies of 2 books, and 2 or 3 articles. 

Senator Humpurey. Will you do that? We would appreciate it 
very much. 

Mr. Granam. I will do so, Senator Humphrey. 


Senator Humpurey. Send it to the Senate Committee on Foreign 
Relations, attention of myself, Senator Humphrey. 

(The books and other material referred to are on file with the com- 
mittee.) 

Mr. Granam. Thank you. 

(The prepared statement of Mr. Graham follows :) 


STATEMENT OF BENJAMIN GRAHAM, FOR THE COMMITTEE OF EcoNoMic STABILITY 


For many years I have studied the subject of commodity reserves as economic 
stabilizers. I have written two books and a number of papers on the subject. 
My book World Commodities and World Currency, published in 1944, deals ex- 
tensively with the subject matter of these two resolutions. 

The objectives of Senate Resolutions 85 and 86 are desirable and important. 
The means proposed to accomplish these objectives—namely, an International 
Food Bank or an International Food and Raw Materials Reserve—may prove ef- 
fective and satisfactory, provided these agencies are operated in accordance 
with sound principles and a definite technique. It would not be sufficient merely 
to continue our present American methods of surplus accumulation and disposal, 
but shifting authority and responsibilities to a new international body or bodies. 
I believe that there would be no net advantage in merely transferring to inter- 
national agencies the programs now being carried on by our Government pursu- 
ant to Public Law 480. 

The successful operation of a true food and raw materials reserve is not a 
simple matter. It involves three basic problems, viz: 

(1) The determination of the commodities to be included in the reserves. 

(2) The proper rules for the accumulation of surpluses and their later 
disposal. 

(3) The financing of acquisition and storage costs. ; 

May I summarize for this subcommittee my considered views as to the proper 
solution of these problems. 
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An international reserve of primary commodities should be comprehensive, 
logically constructed and operated, and substantially self-financing. Its main 
objectives should be to hold the fluctuations in the level of primary commodities 
as a whole within fairly narrow limits, and thereby encourage balanced expan- 
sion of their production and consumption throughout the world. It should also 
provide safeguards against shortages due to natural causes and to war and simi- 
lar emergencies. It should not address itself primarily to rescue operations for 
individual commodities or commodity groups which are in relative oversupply ; 
but through its overall influence it should facilitate such rescue operations 
within definite and proper limits of price support. 

I have long advocated a plan known as the Composite Commodity Reserve. 
Under this plan the included commodities are to be acquired and disposed of on 
a composite, or “market-basket,” basis. In accordance with standard buffer- 
stock principles, the composite commodities will be bought in world markets at 
an overall cost slightly below an agreed-on base or parity level; and they will 
be sold out in world markets at somewhat above that level. The commodity 
composite or unit will include some 20 to 25 basic, storable foods and industrial 
materials, in quantities proportionate to their world production and/or world 
trade. A pro forma commedity unit, constructed on the basis of 1950 quantities 
and the 1950 price level, indicated that agricultural commodities would make up 
about 70 percent by value and industrial products about 30 percent of the total. 

It was suggested that the plan be carried out by an agency of the International 
Monetary Fund, and that the purchase of commodities be financed automatically 
by the creation of equivalent dollar credits to the selling nation on the books of 
the fund. When commodity units are sold, the corresponding dollar credits will 
be canceled. Storage and administrative costs would be defrayed out of profits 
on the sale of units, and by the now customary international contributions. 

As presented in the above form, the Composite Commodity Reserve plan 
would provide a workable means, I am convinced, of stabilizing the price level 
of raw materials generally—and consequently of most finished goods as well— 
and of creating a valuable reservoir of commodities for emergency and other 
uses. In so doing it would fulfill purposes (a), (b), and (c) set forth in section 2 
of Senate Resolution 86. One of its chief merits, from the standpoint of the 
interests of the United States, is its automatic operation, permitting a minimum 
of arbitrary determinations by the managing agency. 

Purpose (d) refers to the absorption of “temporary market surpluses” of farm 
products and other raw materials. Presumably this applies to surpluses of 
individual commodities, which are to be distinguished from the “overall sur- 
pluses” referred to in purpose (a) of section 2. Reserve operations in one or 
more distressed commodities are extremely difficult to carry on successfully. 
They encounter the disadvantages inherent in all valorization schemes, including 
notably our own farm-support programs. Nevertheless it is impossible to ignore 
the plight of agricultural producers of weak commodities, and some measures in 
their behalf are hound to be taken, irrespective of their shortcomings. I would 
suggest the following two principles to guide both national and international 
agencies in all programs for the aid of individual distressed commodities: 

(1) The price supports provided should be at least moderately lower,. rela- 
tively sneaking, than the level of unsupported commodities. 

(2) Production controls are proper for individually supported commodities, 
thouvh not for the commodity group (as a whole) which makes up the composite 
reserve. 

The agency operating the food and raw materials reserve could be em- 
powered to carry on special operations for the benefit of individual distressed 
commodities. It would be necessary, I believe, to work out definite techniques 
for these functions, including the provision of specific funds. On further ex- 
amination, it may be found that this work could be done more effectively by 
means of related international commodity agreements including probably certain 
buffer-stock provisions, as are found in the agreement covering tin. It is true 
that international commodity agreements have not worked smoothly in the 
past, and there is much opposition to them, But this fact results from the in- 
herent drawbacks of stabilization operationg in single commodities; the diffi- 
culties are not likely to diminish by turning the problem over to a new interna- 
tional agency. 

Purpose (e) of section 2 of Senate Resolution 86 relates to constructive uses 
ef local currencies and instruments of credit paid to the preposed reserve by 
purchasers of materials. This idea corresponds in part to the provisions in 
Public Law 480 for the sale of our surplus commodities for foreign currencies, 
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and the subsequent use of such currencies. These provisions—both in Senate 
Resolution 86 and in Public Law 480—apply to benevolent and semibenevolent 
transactions involving the disposal of surpluses by special agreements with the 
purchasers. Such arrangements can be set up effectively, within limits, as is 
shown by the President’s progress reports on Public Law 480. If we assume, 
however, that the greater part of the commodities subject to such agreements 
will be contributed or financed by the United States, we cannot escape the 
we whether it would be sound to turn over this activity to an international 
ody. 

Under suitable circumstances it may be possible for an international reserve 
to make interest-free loans of commodities to underdeveloped and undernourished 
countries, in the expectation that the long-term benefits from such commodities 
will enable the borrowing nations to return them in kind or equivalent after 
a number of years. Such loans could be made either out of the composite 
reserve suggested above or out of surplus stocks accumulated through opera- 
tions in weak commodities. As is well known, care must be taken not to affect 
unduly the normal commercial channels of commodity trade. 

Let me point out that one of the essential benefits of a sound commodity 
reserve is that it introduces a time lag or buffer between the production of 
basic commodities and the need for consuming them. There is undoubtedly a 
huge underlying need in the world today for both additional food and addi- 
tional industrial products. But the channeling of surpluses in the direction of 
such needs—which, by definition, are unaccompanied by acceptable means of 
payment—is far from simple. Time will be required to work out the best pro- 
cedures, including the soundest ways of sharing temporary and ultimate financial 
costs. An international commodity reserve can hold surpluses safely off the 
market pending the development of the best short-term and longer-term uses for 
them. 


THe CURRENT SITUATION IN COMMODITIES 


From the standpoint of farmers, the problem has been aggravated in recent 
years by the divergent movement of agricultural and other prices. Since 
the end of the Korean war farm prices have declined while prices of industrial 
materials have generally advanced. The most important reasons for this di- 
vergence appear to be: (1) The wartime stimulation of food production; (2) 
the great improvement in man-hour efficiency on the farm; (3) a smaller overall 
increase in food consumption, in the developed countries, as against consump- 
tion of industrial materials. It must be recognized that, under present condi- 
tions, agricultural products as a whole are somewhat in the position of a single 
overproduced commodity, in relation to other groups of goods. Thus the weak- 
ness of farm prices is not cyclical; it is not the consequence of a business de- 
pression, in which traditionally the weakness would be shared by industrial 
materials as well. 

It must be recognized that a commodity reserve plan such as ours which aims 
to iron out the ristorically wide fluctuation of raw material prices generally 
is by no means a complete or ultimate answer to the far-price problem of today. 

The present situation in the agriculture of various countries is a transi- 
tional one and it will need a considerable period to reestablish a new equilibrium 
between farm and other materials. Therefore, it would perhaps be advisable for 
the reserve to be operated at first mainly in the agricultural sector of the 
commodity composite. It would create partial commodity units with the de- 
clared purpose of rounding them out into complete units when certain now 
relatively scarce industrial materials are again in ample supply. 


THE UNITED NATIONS COMMITTEE AND COMMISSION 


Senate Resolution 86, in section 3, specifically refers to the United Nations 
in connection with international negotiations envisaged under the resolution. 
I might point out that in 1954 a committee of experts of the United Nations 
published a report entitled “Commodity Trade and Econemic Development” in 
which a predominant degree of attention was given to the composite com- 
modity reserve plan proposed herein. Pursuant to this report the United Na- 
tions has created a Permanent Commission on International Commodity Trade 
(on which the United States has declined membership, but has been represented 
by an observer). My associate in our Committee for Economic Stability, Dr. 
Julius Hirsch, has made suggestions to the committee of experts for certain 
transitional steps looking to the eventual establishment of a composite com- 
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modity reserve. If the organization proposed by Senate Resolution 86 is set 
up, I believe that it would be aided by the Permanent Commission of the United 
Nations, and that it would find Dr. Hirsch’s suggestions of value under present 
conditions in the area of agricultural commodities. 


CONCLUSION 


The idea of a commodity reserve, a food bank or of buffer stocks, has been 
assuming increasing importance in the economic thought of our times. It seems 
to hold out the solution to the most perplexing problem of our 20th century 
political economy—the gap between productive power and effective purchasing 
power. But it is not sufficient merely to espouse the concept of commodity re- 
serves. The details must be worked out on a sound basis, and to do this will 
require thinking at once penetrating and imaginative. 

The publications of our committee include ample material covering the de- 
tails of our proposal. 

Senator Humpurey. I am going to ask now that a letter received 
from the Post War World Council be printed at this point in the 
record. 

(The document referred to follows :) 

Post WAR WorLD CoUNCIL, 
New York, N. Y., April 30, 1956. 
Hon. Husert HUMPHREY, 
Senate Office Building, Washington, D. C. 

Dear Hvusert: I am very glad to hear that your subcommittee is to hold hear- 
ings on proposals to establish an international food bank and an international 
food and raw materials reserve. Neither I nor any of us in this little organiza- 
tion have the kind of expert information that your hearings should elicit. I do 
want to put us most emphatically on record in favor of the proposals as con- 
tained in Senate Resolutions 85 and 86. We earnestly hope that the details can 
be worked out properly and that legislation can be adopted. This is one construc- 
tive approach to the problem of American surpluses. It certainly is an approach 
to the problem of relieving the world’s need. 

I should be glad if this letter could be placed at the proper time on the record. 

Sincerely yours, 
NorMAn THOMAS. 


Senator Humpnrey. The record will be held open for a period of 
1 week for any further testimony on the part of any interested citizen 
or any further supplementary comments on the part of any witness 
who has already testified. 

That will be all, and we will adjourn for the day. 

(Whereupon, at 1: 25 p. m., the subcommittee adjourned.) 

(Additional communications received are as follows :) 


NATIONAL ForEIGN TRADE COUNCIL, INC., 
New York, N. Y., May 29, 1956. 
Hon. WALTER F.. GEORGE, 
Chairman, Committee on Foreign Relations, 
United States Senate, Washington, D. C. 

Dear SENATOR GEORGE: The National Foreign Trade Council, Inc. wishes to 
place itself on record in opposition to Senate Resolution 86 providing for the 
establishment of an International Food and Raw Materials Reserve, or any other 
international schemes designed to stabilize the production or prices of raw mate- 
rials or other commodities. 

The National Foreign Trade Council regards as especially undesirable all 
intergovernmental devices which would interfere with the production or market- 
ing of raw material commodities or other products. It believes that such de- 
vices would tend to aggravate, rather than to solve, the very problems with 
which they seek to deal. 

The council further believes that such schemes would inevitably entail harm- 
ful governmental restrictions on production, distribution, and international trade 
involving the affected products. Moreover, in view of the wide divergence in 
the legal and administrative machinery and capacities of governments, it would, 
in the opinion of the council, be impossible to devise and impose effective inter- 
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national controls of the character indicated, even if they were not otherwise 
objectionable. 

The proposed measure contemplates the setting up of buffer stock schemes for 
the purchasing and taking off the market of products produced in excess of 
demand, thus involving the use of huge sums of money, the bulk of which would 
of necessity have to be provided by the United States Government at the expense 
of American taxpayers. 

The council is also opposed to the provision in Senate Resolution 86 for the 
use of currencies and credits, which would arise from operations of the proposed 
reserve, for financing economic and social development programs formulated in 
cooperation with international lending, economic development, and technical 
assistance agencies. 

The proposal for a food and raw materials reserve is one which has been under 
consideration for at least 10 years, and the principle involved has been found 
unacceptable. 

It is requested that this statement be brought to the attention of all members 
of the committee and that it be incorporated and printed as part of the official 
record of the hearings of the committee on Senate Resolution 86. 

Respectfully submitted. 

Rosert F. Loree, Chairman. 


AMALGAMATED MEAT CUTTERS AND BuTcHER WORKMEN OF NORTH AMERICA, 
Chicago, Ill., May 29, 1956. 
Senator Husert HUMPHREY, 
Chairman, Subcommittee on Disarmament, 
Senate Committee on Foreign Relations, 
United States Senate, Washington, D. C. 

Dear SENATOR HumpuHREY: The Amalgamated Meat Cutters and Butcher 
Workmen of North America, AFL-CIO, strongly endorse Senate Resolutions 85 
and 86 for the negotiation of agreements to establish an International Food and 
Raw Materials Reserve or World Food Bank. 

The establishment of such a reserve or bank system would, we believe, accom- 
plish three purposes, all of which would fulfill a great current domestic or 
international need. 

1. The International Food and Raw Materials Reserve or World Food Bank 
would ameliorate American agricultural depressions, as our farmers are cur- 
rently undergoing, by providing a new market for the abundant American farm 
products. Our Nation would be able to sell some of our large farm surpluses 
abroad without endangering any other country’s economy. We would be able 
to market more agricultural products overseas, and yet avoid the indiscrimi- 
nate “dumping” of goods which would seriously harm other nations and make 
enemies for us. 

Unfortunately, such a world food bank system is not available today. It 
would undoubtedly be of great benefit to the American farmer who has seen his 
net income decline from $14.9 billion in 1952 to less than $11 billion today. 

2. The world food and raw materials reserve would be of immense benefit to 
other free nations who are desperately attempting to increase their people’s 
standard of living. Because many of these nations are industrially underde- 
veloped and have economies of little diversification, they are dependent upon 
the greatly fluctuating world price of a few foods and raw materials. These 
nations suffer greatly from the sharp ups and downs in the prices of these 
goods. The food reserve or bank system would offer them a chance for some 
stabilization. They would be able to develop their raw materials without fear 
of the terrible consequences such a move would bring in a future sharp drop of 
prices. The underdeveloped nations could embark far more safely on the road 
to economic development and progress. 

3: The negotiating and establishment of such a plant would be in keeping with 
a much-needed new American foreign policy which can meet the sweetened, 
but extremely dangerous, Soviet diplomatic “new look.” Here is an excellent 
opportunity to demonstrate to the world the progressive thinking of America 
and to prove our desire to alleviate world economic problems and raise the 
standard of living of all nations. 

Fortunately, our foreign policy is beginning slowly to change from the former 
single-minded use of a military yardstick in gaging our approaches to other 
nations. Under the pressure of new Soviet policy, our foreign policy is becom- 
ing more flexible. We now understand that many of the underdeveloped nations 
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are more concerned with their own economic problems than the Soviet danger, 
even though the latter is great. We are beginning to realize that a new approach 
is needed to win and keep the friendship of so-called uncommitted nations. Our 
leadership in the establishment of an international food and raw materials 
reserve would be an excellent part of such a new foreign policy. It would be of 
tremendous help in meeting the new Soviet diplomatic line. 

For these reasons, we strongly urge your subcommittee to approve Senate 
Resolutions 85 and 86. We believe the negotiations which will follow the passage 
of these resolutions will benefit all nations, and the United States in particular. 

Very truly yours, 
Ear. W, Jimerson, President. 
PaTRick E. GoRMAN, Secretary-Treasurer. 


STATEMENT OF GreorGE D. Ricey, LEGISLATIVE REPRESENTATIVE, AMERICAN F'EDERA- 
TION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS ON SENATE JOINT 
Reso.utions 85 aNp 86 


These remarks are offered in support of the two resolutions in your committee 
intended to create an international food and raw materials bank. 

The United States continues to be a Nation blessed with vast surpluses which 
can be converted into means of creating good will around the globe which 
cannot be matched by any other nation in the entire world. This is simply be- 
cause it is we who have such surpluses and the climate, the good earth and the 
water resources as well as the knowhow with which to produce these essentials 
unparalleled anywhere else. 

Shipment of surplus agricultural products already has proved its worth in 
preserving, at least a semblance of peace. Such shipments have served well to 
keep the cold war from breaking forth in full fury and they have started nations 
back from the road of poverty toward a feeling of well-being which only we could 
supply. 

And with feeling of well-being also has come a reawakening to a conscious- 
ness of the supreme value of liberty and the will to man the ramparts against 
further encroachment of communistic imperialism and colonialism. 

Viewed even from our own standpoint, it should be pointed out that nothing 
could have a more stabilizing influence upon income to producers in this country 
as well as living standards both here and abroad. 

These resolutions point the way in the general direction already taken in 
making financing and physical equipment available to ward off the inroads of 
the atheistic hordes. The wisdom of acting in the manner as prescribed in the 
present resolutions will continue to be proved in the days and the years to come. 

Hunger and the lack of raw materials have been at the root of world dissension 
and wars for centuries. Continuance of such lack will be intensified as popuia- 
tions increase and demands for the means and the substance become intensified. 
Starting now is none too soon to flatten out the causes of strife. 

These resolutions certainly are not new. They have been before the Congress 
far too long to remain unacted upon. 

The AFL-CIO impresses the need for attention this year to these resolutions. 
Next year will not be soon enough. The legislation then will have to begin al) 
over again. With the customary delays, the fate of nations may well have been 
decided. 


x 














